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Off the Boil ? 


T is now four wecks since the Chancellor of the Exchequer 
presented what was in effect the third budget of the 
financial year 1955-55; and within about the same period 
he will be presenting what it is devoutly to be hoped will 
be the only budget of 1956-1957. Within the next ten days 
the season for publication of the Economic Survey and of 
other pre-budget statistical material is due to begin. There 
is therefore a temptation for unofficial analysts to sit these 
next few days out, cautiously and on the fence. Better, it 
might seem, to delay any discussion of where the economy 
appears to be going until one has to hand the official 
estimates of where it is now and where it has been. 

It might seem better, but it would be altogether passive. 
For—and this should be said with regret rather than 
iconoclastic glee—the budget this year cannot be mainly 
based on the Treasury’s usual adept statistic-mongering. 
Mr Macmillan has climbed into the pilot’s cockpit at a time 
when he must rely much less on the Survey’s delicate 
instrument dials, and much more on the seat of his pants. 
By all the previously accepted rules of statistical budgeting, 
he ought already to have done enough to squeeze inflation 
out of the economy. Even before the publication of the 
Survey, the broad orders of magnitude of the more important 
figures can be roughly reckoned. The balance-of-payments 
deficit for 1955 can hardly have been larger than some 
£200 to £300 million; and, thanks to Mr Butler’s October 
budget, the prospective gap for 1956, which Mr Macmillan 
thought he faced before he introduced his February 
economies, is unlikely to have been more than about half 
as large as that. Yet the effect of his February cuts, as 
he himself said in the House of Commons, should be to 
bring about a reduction in total spending of "several 
hundreds of millions of pounds”. The ccnclusion is in- 
escapable that Mr Macmillan must have hoped in February 
that he had done enough to avoid having to impose any 
net new burdens in his April budget. 

He must have hoped so, but he could not—and still 
cannot—be quite sure. For it is in this respect that the 
instrument dials have gone wrong. In every previous 
postwar budget a Chancellor has been able to assume, very 
broadly, that each cut of a -hundred million pounds in 
British domestic expenditure should lead to an improvement 
of a roughly equivalent amount in Britain’s balance of 
payments. So long as the rest of the world was inflating, 
and so long as German competition was less severe, almost 
any part of British production that was not pre-empted as 
home could be fairly readily sold abroad. But now, and 
most unfortunately, our export markets have come off tae 
boil. The outside world is mo longer so willing to buy so 


promptly all our domestic rejects. A cut of a hundred 
million pounds in home demand no longer leads to an 
improvement of that amount in Britain’s balance of pay- 
ments. It may lead to an improvement of twenty or thirty 
or forty million pounds—nobody can precisely foresee how 
much ; the rest will be taken gut, for a while at least, in 
short time working, the prodiction that no longer has 
a domestic claim exerted upon-it no longer taking place. 

This provides two headaches; for the Chancellor. One 
is that it makes the task of cutting back demand—and 
keeping it cut back—an even more unpopular operation 
than before. Even if Mr Macmillan manages to bring the 
balanee of payments for 1956 back to rights, it is virtually 
certain that he will not be able to allow production to 
increase as fast this year as it did in 1954 and 1955; even 
if he succeeds in his immediate objectives, he is probably 
going to be toid that he has thwarted the output of several 
hundreds of millions of pounds worth of good things that 
we could have made and enjoyed. The other headache is 
that of uncertainty. If Mr Macmillan was uncertain whether 
he had chosen the right dose just after his February cuts, 
he is likely to be equally uncertain by budget day. Even 
if the budget is presentéd on, or after April 17th—and 
April 17th, at the moment, looks the most likely date-—- 
there could be room for only two sets of monthly gold 
reserve and trade figures between the February cuts and 
then. One of these sets has already appeared. The gold 
reserve rose in February, and the trade figures for that 
month, published this week, were really rather good. There 
remain, presumably, only the March figures to determine 


If the March figures are bad, then the budget will have 
to be used for tightening up again. That is a cheerless 
thought, but the economic commentator at moment 
can justly dismiss it by saying—in the words of a con- 
temporary American wit—that when he comes to that 
bridge he will jump off it. For the time being, and in 
advance of the March figures, the odds would seem to be 
slightly against his having to jump off it; and it is not 
too early to start asking what Mr Macmillan should do if 
the pressures point the other way. What sort of budget 
should he introduce if, between now and April 17th, the trade 
indicators continue to look good, but the position 
about short time working in Midiands begins to look 
rather worse ? 

The answer is, 


thie 
Unis 


rather 
the 
almost certainly, that in those 
stances Mr Macmillan's wisest course would be to leave his 
emerging budget surplus intact while concentrating hts 
innovations on the crucial necessity to foster real saving SO 


circum- 
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Off the Boil ? 


T is now four wecks since the Chancellor of the Exchequer 
presented what was in effect the third budget of the 
financial year 1955-56; and within about the same period 
1e Will be presenting what it is devoutly to be hoped will 
be the only budget of 1956-1957. Within the next ten days 
the season for publication of the Economic Survey and of 
other pre-budget statistical material is due to begin. There 
is therefore a temptation for unofficial analysts to sit these 
next few days out, cautiously and on the fence. Better, it 
might seem, to delay any discussion of where the economy 
appears to be going until one has to hand the official 
estimates of where it is now and where it has been. 

It might seem better, but it would be altogether passive. 
For—and this should be said with regret rather than 
iconoclastic glee—the budget this year cannot be mainly 
based on the Treasury’s usual adept statistic-mongering. 
Mr Macmillan has climbed into the pilot’s cockpit at a time 
when he must rely much less on the Survey’s delicate 
instrument dials, and much more on the seat of his pants. 
By all the previously accepted rules of statistical budgeting, 
he ought already to have done enough to squeeze inflation 
out of the economy. Even before the publication of the 
Survey, the broad orders of magnitude of the more important 
figures can be roughly reckoned. The balance-of-payments 
deficit for 1955 can hardly have been larger than some 
£200 to £300 million; and, thanks to Mr Butler’s October 
budget, the prospective gap for 1956, which Mr Macmillan 
thought he faced before he introduced his February 
economies, is unlikely to have been more than about half 
as large as that. Yet the effect of his February cuts, as 
he himself said in the House of Commons, should be to 
bring about a reduction in total spending of "several 
hundreds of millions of pounds”. The ccnclusion is in- 
escapable that Mr Macmillan must have hoped in February 
that he had done enough to avoid having to impose any 
net new burdens in his April budget. 

He must have hoped so, but he could not—and still 
cannot—be quite sure. For it is in this respect that the 
instrument dials have gone wrong. In every previous 
postwar budget a Chancellor has been able to assume, very 
broadly, that each cut of a -hundred million pounds in 
British domestic expenditure should lead to an improvement 
of a roughly equivalent amount in Britain’s balance of 
payments. So long as the rest of the world was inflating, 
and so long as German competition was less severe, almost 
any part of British production that was not pre-empted as 
home could be fairly readily sold abroad. But now, ana 
most unfortunately, our export markets have come off tie 
boil. The outside world is no longer so willing to buy so 


promptly all our domestic rejects. A cut of a hundred 
million pounds in home demand no longer leads to an 
improvement of that amount in Britain’s balance of pay- 
ments. It may lead to an improvement of twenty or thirty 
or forty million pounds—nobody can precisely foresee how 
much ; the rest will be taken gut, for a while at least, in 
short time working, the prodiction that no longer has 
a domestic claim exerted upon-it no longer taking place. 

This provides two headaches; for the Chancellor. One 
is that it makes the task of cutting back demand—and 
keeping it cut back—an even more unpopular operation 
than before. Even if Mr Macmillan manages to bring the 
balance of payments for 1956 back to rights, it is virtually 
certain that he will not be able to allow production to 
increase as fast this year as it did in 1954 and 1955; even 
if he succeeds in his immediate objectives, he is probably 
going to be toid that he has thwarted the output of several 
hundreds of millions of pounds worth of good things that 
we could have made and enjoyed. The other headache is 
that of uncertainty. If Mr Macmillan was uncertain whether 
he had chosen the right dose just after his February cuts, 
he is likely to be equally uncertain by budget day. Even 
if the budget is presentéd on or after April 17th—and 
April 17th, at the moment, looks the most likely date— 
there could be room for only two sets of monthly gold 
reserve and trade figures between the February cuts and 
then. One of these sets has already appeared. The gold 
reserve rose in February, and the trade figures for that 
month, published this week, were really rather good. There 
remain, presumably, only the March figures to determine 
or alter Mr Macmillan’s course before the budget. 

If the March figures are bad, then the budget will have 
to be used for tightening up again. That is a cheerless 
thought, but the economic commentator at this moment 
can justly dismiss it by saying—in the words of a con- 
temporary American wit—that when he comes to that 
bridge he will jump off it. For the time being, and in 
advance of the March figures, the odds would seem to be 
slightly against his having to jump off it; and it is not 
too early to start asking what Mr Macmillan should do if 
the pressures point the other way. What sort of budget 
should he introduce if, between now and April 17th, the trade 
indicators continue to look rather good, but the position 
about short time working in the Midlands begins to look 
rather worse ? 

The answer is, 
stances Mr Macmillan’s 
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that the nation’s investment can go safely forward. This 
certainly does not mean that he should simply stand up, say 
that he has no tax changes to propose, and then sit down 
again. Instead, he could take a number of existing ‘burdens 
off, and put an equal amount of new burdens in their 


‘ place. Besides the need to give saving a new leading part, 


the report of the Royal Commission on Taxation stands 
urgently in the wings; and if its recommendations are not 
put into effect this year they may never be put into effect 
at all. This may well be a good year for having a Finance 
Bill with a great many clauses, but no net reflationary 
effect. 

But the possibility must be fated—in a sense, hoped 
for—that by mid-April disinflation may have gone far 
enough to make that sort of budgeting an increasingly 
irritating political rub; Mr Macmillan may come under 
great pressure, not least from his own party, to start un- 
picking his recent knitting too soon, if that knitting continues 
to form itself into the pattern he wants. The call for tax 
reliefs may be in the air. The most persuasive way for 
him to resist that pressure may be to seek a positive example 
of the pattern he wants; and there is an apt illustration 
to hand. The Government should seek to convince both the 
country and itself that what it wants to do is to repeat 
the experience of the Eisenhower Administration in America, 
juct after its accession in 1953. It is worth recalling what 
that experience was. 

Throughout their first summer and autumn of office the 
Republicans kept a sterner economic policy in being than 
the steady growth of American unemployment might have 
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seemed to warrant; they forsook for a short period the 
advantages of an increase in production and, in doing so, 
they sent a shiver down several people’s spines. Yet, even 
in the American context, and even by those who doubted 
their wisdom at the time, the policy must be admitted to 
have been astoundingly successful. The initial outcrop of 
short time working in Detroit and elsewhere was speedily 
translated into a movement of resources to the places and 
industries where they were most needed; and that was the 
beginning of a period of relative price stability that has 
lasted in America ever since. In Britain a diversion of 
resources is much more vitally necessary, and a period of 
price stability would be equally popular. 

Moreover, there would be much less danger in Britain 
than there was in America of disinflation going too far, 
since it would be only too easy here to turn the taps of 
demand on again ; if they were turned on too early, however. 
they probably coukd not be turned off next time without 
a retreat from everything for which the liberal and ex- 
pansionist economy has stood. And, even in the coin of 
political advantage, the Conservatives, for all their present 
worries, should consider whether they will not be very 
satisfied if their standing in the Gallup polls just before 
the next election can be’ as high as the Eisenhower 
Administration’s is now. The Prime Minister’s recent 
speech at Leamington suggested that he had grasped this 
point ; if short time working and other signs of trans- 
itional disinflation spread, a great deal may depend on 
whether the rank and file of the Conservative party—and 
the generality of voters—can quickly grasp it too. 


Change in the German Air 


winter of party strife at Bonn has not prevented the 
Bundestag from making, promptly and without ambi- 
guity, the decisions necessary to allow west German rearm- 
ament to go forward. The Soldatengesetz, the basic piece of 
legislation on which the existence of the new armed forces 
will rest, has passed its third reading. While the Social 
Democrat Opposition voted against this Bill (which needed 
only ‘a simple majority), all but 20 of them voted for the 
extensive amendments to the Basic Law whiclk. were consid- 
ered necessary to put rearmament on a clear constitutional 
basis; the amendments thereupon received by a handsome 
margin the two-thirds majority they needed. 
Many people will have difficulty in following the reasoning 
by which the Social Democrats achieved these two attitudes 


on the same day, but it is less obscure than some of the’ 


logical exercises into which they have been forced in their 
six years’ losing fight against the German defence contri- 
bution. They voted against the Soldiers Bill because it is 
an instrument to carry out the Paris treaties, to which they 
are opposed, and because they hold German rearmament 
in present circumstances to be wrong. The constitutional 
amendments, too, are an instrument to carry out the Paris 
treaties, but here the Social Democrats preferred to use 
their bargaining power to anchor in the Basic Law a series 
of safeguards for the parliamentary control of the military 
arm. 

Experience will show whether these safeguards prove 
effective. At least they are an advance on the constitutional 
practice of earlier German regimes, and the collaboration 
between Government and Opposition parties in the Bundes- 
tag which evolved them over the past -year, largely in 
Opposition to the wishes of the Federal Government, is an 
advance in German parliamentary work. Some of the credit 
goes to the Christian Social chairman and the Social 
Democrat deputy chairman of the Bundestag defence 
committee, Dr Jager and Herr Erler, who have maintained 
a remarkably good working relationship in spite of the 
directly opposed attitudes of their parties. But an equal 
part was played by the Federal Government’s hasty and 
arbitrary handling of the defence legislation in its early 
stages last year, which created a parliamentary front against 
the executive power. Parliament, as a result,,has been able 
to impose its wishes on the Ministry of Defence in an 
important and—in German politics—highly unusual degree. 


Dr Adenauer, as Chancellor, supported his Minister of 
Defence in these matters, and the rebuffs he had to accept 
at the hands of Parliament were the first important sign 
of a weakening of his tactical mastery of the politics of 
the Federal Republic. Other signs have followed, culmin- 
ating in the rebellion of the Free Democrats, the overthrow 
of a Land Government at Diisseldorf which had been set 
up in 1954 on lines laid down by the Chancellor personally, 
and the secession of the majority of the Free Democrats 
from the coalition at Bonn. The gradual mutation of the 
coalition cabinet into a Christian Democrat -cabinet had 
begun earlier with the ministerial appointments of Herr von 
Brentano and Herr Blank, the assignment of a new atomic 
ministry to Herr Strauss, and the schism of the BHE 
refugee group, which left Professor Oberlander and Herr 
Kraft without a party ; these two Ministers have joined the 
Christian Democrats, keeping their Cabinet posts. Even 
before Dr. Dehler’s rebellion the distribution of party weight 
in the cabinet had shifted materially. 

The four Free Democrat Ministers have similarly chosen 
to remain in office, supported by a dozen other Free 
Deniocrat dissidents, leaving their party to go into 
opposition without them. This group may be able to exert 
a moderating influence on the party as the price of its 
return to the fold; still, since it has failed to find support 
in the party executive or the regional organizations, its 
position does not change the fact that the Bonn Government 
now rests for practical purposes on the Christian Demo- 
cratic and Christian Social Unions, supplemented only by 
the small German Party and a few miscellaneous adherents 
of little political weight. These constitute a majority of the 
present Bundestag, but they will not make a majority of 
the next Bundestag unless the Christian Democrats in 
September next year succeed in retaining every ounce of 
their sweeping electoral gains of 1953. For the first time 
Since the Federal Republic was founded in 1949, the poss- 


‘ibility of a change of government has ceased to appear remote. 


The recollection of Dr Adenauer’s great services to Germany 
has no power to damp the enlivening effect of this percept- 
ion on German party political life. Dr Dehler, indeed, has 
gone so far as to reproach Dr Adenauer with having become 
too much the one representative abroad of the "good” Ger- 
many, and with having set himself up as the one man who 
can “tame” the German nation. Envy can act as a cement. 
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Opposition to Dr Adenauer has begun to replace adherence 
to him as the basis for party combinations. As German 
newspaper commentators have been remarking, many of 
them not without relish, German party politics have become 
fluid. 

Some such change in the west German political: climate 
was inevitable one day, no doubt, but some of the accompany- 
ing circumstances are of a kind to cause uneasiness. The 
parliamentary coup in North Rhine-Westphalia, which 
brought the political crisis at Bonn to breaking-point, has 
after all produced a new Land Government of respectable 
men to whom not much exception can be taken. Even so, 
the Diisseldorf Free Democrats have been one of the 
question-marks of German politics ever since the Naumann 
case, and it would have been easier to look on in detach- 
ment if the fuse had been set off from some other source. 
The Free Democrats had for some time past marked them- 
selves out as the restless element at Bonn, between the 
Christian Democrats entrenched in power and the Social 
Democrats entrenched in their settled doctrine and their 
massive party machine. The triple political origin of the 
Free Democrats makes it always difficult to predict their 
course ; they wear the clashing colours of the old Demo- 
cratic Party (liberals), the Stresemann party (national 
liberals) and Hugenberg’s German Nationalists. Liberalism 
in Germany, as in Italy, has retained a national tinge from 
the struggle for unity in the nineteenth century; and 
today a national wind is blowing again. Unification is 
once more an issue in politics. Dr Dehler is able to demand 
a "German” foreign policy; here is the ground on which 
Free Democrats and Social Democrats, craving power and 
impatient with things as they are, can meet. Many matters 
other than foreign policy have fed the long feud between 


€05 
Dr Dehler and Dr Adenauer, but the Chancellor chose a 
foreign policy utterance of Dr Dehler’s as the occasion to 
force an open quarrel in December, and the Free Demo- 
crat leader has chosen it as his first ground of opposition 
now that his breach with the Chancellor is complete. 

All this makes it difficult to watch the clash of arms at 
Bonn philosophically, as a merely domestic German affair, 
The demand for unity is rising, whether in rea] momentum 
or in mere volume of sound. The possible ways of promoting 
it are the subject of endless argument but of great perplex- 
ity and confusion ; for it is in fact most difficult to know 
what can be done. One uncomfortable fact is plain: since 
the Soviet Union alone is in a position to Satisfy the demand 
it implies, necessarily, talks with the Russians. This 4s 
common ground to virtually all shades of German opinion ; 
it was on this ground that Dr Adenauer explained his 
decision to exchange ambassadors with Moscow ; but there 
is no common ground on the place which the Paris treaties 
ought to have in any talks with the Russians when they take 
place. For the present the question remains academic, 
since the Russians continue to tell the west Germans firmly 
that if they want to discuss unity they must address them- 
selves to Herr Grotewohl in east Berlin. None of the dissent- 
ients from Dr Adenauer’s policy—Socialists, Free Democrats, 
or the groups of critics in his own party—can say with any 
precision what they would do in his place. But there is 
discontent, there is criticism, and there is an increasingly 
perceptible pressure for change at Bonn for the sake of 
change. Bonn is a sequestered capital, a forcing-house of 
political feeling somewhat apart from the main body of the 
country. The voter at next year’s parliamentary elections 
may be infected by its mood, or he may count his blessings 
and recoil from the uncertain perspectives which it opens up. 


A New Measure for Prices 


HE first findings from the new household budget 

enquiry have been released this week in a report of 
the Cost of Living Advisory Committee (Cmd 9710). The 
survey was started at the end of January 1953, and for the 
next twelve months a selection of households of all kinds 
kept records of their expenditure for a period of three 
weeks. A vast amount of information on family incomes 
and spending has been collected; it is to be hoped that 
the Ministry of Labour will be able to publish it in detail 
before long. All that has been published this week is the 
committee’s recommendations, which the Government has 
accepted, on how this material should be used to construct 
a new index of retail prices. 

It has been said that, while the present index measures 
changes only in the prices of things bought by the working 
class before the war, the new index will measure changes 
in the prices of things bought by the whole country now. 
This is not quite correct. The present index is indeed 
based on the last previous large-scale budget enquiry in 
this country, which was made in 1937-38 and covered some 
10,700 purely working-class households ; but material derived 
from that enquiry was used to assess an estimated pattern 
of working-class consumption in 1950, as valued at January 
1952, prices. The new index is to be based on the new 
nation-wide budgets, valued at the price level of January 
1956 (the starting date of the new index), but excluding 
at the top of the income scale those households where the 
head had a gross income of £20 a week or over and, at the 
bottom, households relying mainly on national insurance 
pensions or assistance. From the 12,911 households which 
provided budgets, 342 per cent at the top and 6! per cent 
at the bottom have been excluded. The new index claims, 
therefore, to measure changes in the retail prices of goods 
and services bought by nine out of ten households in the 
British Isles. 

What difference does this make? The table shows the 
proportions—that is the weightings—given to each of the 
main groups of items in the new and the present indices. 
It also shows what the present weights would be if valued 
at January 1956 prices. The most striking changes are 
that food and fuel will have much less importance in the 


new index, while clothing, household goods and transport 
will have much more. 

But the table hides a great number of changes within 
the groups. Some 80 additional‘ items are to be priced, 
making a total of 350; this reflects both the wider scope 
of the index and the higher and more variegated standard 
of living generally. Television sets, washing-machines, 
second-hand cars and telephone rentals have now found 
their way into the index. Better quality foods, such as rump 
steaks, have appeared; and while bread, cakes, potatoes, 
milk, eggs, margarine and fish have all lost weight, meat 
and bacon together take a slightly larger share. The cost 
of housing is to be more reliably measured to include the 
rental equivalent of owner-occupied houses and the costs of 
maintenance and repairs. 


The Old Weights and the New 


Weights in Old Index Weights 
(1950 Consumption) in New Index 
(1953-54 Con- 
Group At At sumption) at 
January 1952 January 1956 January 1956 
prices prices prices 
Wes) ta Oe aca. a 399 432 350 
‘Alcoholic Drink. . .... 7 69 71 
Ng a sae har Re nat tie ia 80 80 
SN, og 0 he en, 0 73 87 
Fuel and Light. ..... 6 73 55 
Durable Household Goods. . 62 55 66 
Clothing and Footwear. . . 98 84 106 
Transport and Vehicles. . “| 91 94 126 | : 
SOG vg ie Wn re 
Miscellaneous Goods. .s . . 44 40 59 
ALL ITEMS - 1,000 1,000 1,000 


Yet, in spite of all these changes, the impact of the new 
index will be singularly undramatic. The Ministry of Labour 
estimates that, had the new set of weights been used to 
calculate the index since 1953, the result would have been 
a difference of one point ; the official estimate of the "cost 
of living” would now stand one point lower than it does. 
Over a longer period, of course, the effect is likely to be 
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that the nation’s investment can go safely forward. This 
certainly does not mean that he should simply stand up, say 
that he has no tax changes to propose, and then sit down 
again. Instead, he could take a number of existing ‘burdens 
off, and put an equal amount of new burdens in their 


' place. Besides the need to give saving a new leading part, 


the report of the Royal Commission on Taxation stands 
urgently in the wings; and if its recommendations are not 
put into effect this year they may never be put into effect 
at all. This may well be a good year for having a Finance 
Bill with a great many clauses, but no net reflationary 
effect. 

But the possibility must be fated—in a sense, hoped 
for—that by mid-April disinflation may have gone far 
enough to make that sort of budgeting an increasingly 
irritating political rub; Mr Macmillan may come under 
great pressure, not least from his own parw‘v. to start ur- 
picking nis receni Knitting too soon, if that knitting continues 
to form itself into the pattern he wants. The call for tax 
reliefs may be in the air. The most persuasive way for 
him to resist that pressure may be to seek a positive example 
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seemed to warrant; they forsook for a short period the 
advantages of an increase in production and, in doing so, 
they sent a shiver down several people’s spines. Yet, even 
in the American context, and even by those who doubtea 
their wisdom at the time, the policy must be admitted to 
have been astoundingly successful. The initial outcrop of 
short time working in Detroit and elsewhere was speedily 
translated into a movement of resources to the places and 
industries where they were most needed ; and that was the 
beginning of a period of relative price stability that has 
lasted in America ever since. In Britain a diversion of 
resources is much more vitally necessary, and a period of 
price stability would be equally popular. 

Moreover, there would be much less danger in Britain 
than there was in America of disinflation going too far 
since it would be only too easy here to turn the tane -* 
domand vis aguim ; ii tMey were turned on too early, however. 
they probably coukd not be turned off next time without 
a retreat from everything for which the liberal and ex. 
pansionist economy has stood. And, even in the coin of 
political advantage, the Conservatives, for all their present 


of the pattern he wants; and there is an apt illustration 
to hand. The Government should seek to convince both the 
country and itself that what it wants to do is to repeat 
the experience of the Eisenhower Administration in America, 
just after its accession in 1953. It ts worth recalling what 


that experience was 
Throughout their first summer and autumn of office the 
Republicans kept a sterner economic policy in being than 
the steady growth of American unemployment might have 
f "Re 20 40 ceue sen _ — 
winter ox party strife at Bonn has not prevented the 
‘A Bundestag from making, promptly and without ambi- 
guity, the decisions necessary to allow west German rearm- 
ament to go forward. The Soldatengesetz, the basic piece of 
legislation on which the existence of the new armed forces 
will rest, has passed its third reading. While the Social 
Democrat Opposition voted against this Bill (which needed 
‘ simple majority), all but 20 of them voted for the 
ey ive amendments to the Basic Law whicl. were consid- 
* ve ‘ aermament an a Flame fprtrett tutte, ’ 


basis ; the amendments thcreupon received by a handsome 
margin the two-thirds mejority they needed. 

Many people will have difficulty in following the reasoning 
by which the Social Democrats achieved these two attitudes 
on the same day, but it is less obscure than some of the 
logical exercises into which they have been forced in their 
six years’ losing fight against the German defence contri- 
bution. They voted against the Soldiers Bill because it is 
an instrument to carry out the Paris treaties, to which they 
are opposed, and because they hold German rearmament 
in present circumstances to be wrong. The constitutional 
amendments, too, are an instrument to carry out the Paris 
treaties, but here the Social Democrats preferred to use 
their bargaining power to anchor in the Basic Law a series 
of safeguards for the parliamentary control of the military 
arm. 

Experience will show whether these safeguards prove 
effective. At least they are an advance on the constitutional 
practice of earlier German regimes, and the collaboration 
between Government and Opposition parties in the Bundes- 
tag which evolved them over the past year, largely in 
opposition to the wishes of the. Federal Government, is an 
advance in German parliamentary work. Some of the credit 
goes to the Christian Social chairman and the Social 
Democrat deputy chairman of the Bundestag defence 
committee, Dr Jager and Herr Erler, who have maintained 
@ remarkably good working relationship in spite of the 
directly opposed attitudes of their parties. But an equal 
part was played by the Federal Govermment’s hasiy and 
arvilsary handling of the defence legislation in its early 
Stages last year, which created a parliamentary front against 
the executive power. Parliament, as a result,.has been able 
to impose its wishes on the Ministry of Defence in an 
important and—in German politics—highly unusual degree. 


worries, should consider whether they will not be very 
satisfied if their standing in the Gallup polls just before 
the next election can be’ as high as the Eisenhower 
Administration's is now The Prime Minister's recent 
speech at Leamington suggested that he had grasped +) 
point; if short time working and other signs of tra: 
itional disinfilation spread, a great deal may depend 
whether the rank and file of the Conservative party 


the renora ‘sy of voters 1 <vi Sly green iS ben 
G3 wees <a + a 4 

Dr Adenauer, as Chancellor, supported his Minister of 
Defence in these matters, and the rebuffs he had to accept 
at the hands of Parliament were the first important sign 
of a weakening of his tactical mastery of the politics of 
the Federal Republic. Other signs have followed, culmin- 
ating in the rebellion of the Free Democrats, the overthrow 
of a Land Government at Diisseldorf which had been set 


up in 1954 on lines laid down by the Chancellor personally, 
and the secession of the majority of the Free Democrats 


°. ey tte a. m9 
~ . atin ees sth tebe waved YR FAO 


coalition cabinet into a Christian Democrat cabinet had 
begun earlier with the ministeriai appointments of Herr von 
Brentano and Herr Blank, the assignment of a new atomic 
ministry to Herr Strauss, and the schism of the BHE 
refugee group, which left Professor Oberlinder and Herr 
Kraft without a party ; these two Ministers have joined the 
Christian Democrats, keeping their Cabinet posts. Even 
before Dr. Dehler's rebellion the distribution of party weight 
in the cabinet had shifted materially. 

The four Free Democrat Ministers have similarly chosen 
to remain in office, supported by a dozen other Free 
Deniocrat dissidents, leaving their party to go into 
opposition without them. This group may be able to exert 
a moderating influence on the party as the price of its 
return to the fold; still, since it has failed to find support 
in the party executive or the regional organizations, its 
position does not change the fact that the Bonn Government 
now rests for practical purposes on the Christian Demo- 
cratic and Christian Social Unions, supplemented only by 
the small German Party and a few miscellaneous adherents 
of little political weight. These constitute a majority of the 
present Bundestag, but they will not make a majority of 
the next Bundestag unless the Christian Democrats in 
September next year succeed in retaining every ounce of 
their sweeping electoral gains of 1953. For the first time 
since the Federal Republic was founded in 1949, the poss- 
ibility of a change of government has ceased to appear remote. 
The recollection of Dr Adenaner’s great servicca tO Ocimeny 
has no power to damp the enlivening effect of this percept- 
ion on German party political life. Dr Dehler, indeed, has 
gone so far as to reproach Dr Adenauer with having become 
too much the one representative abroad of the "good” Ger- 
many, and with having set himself up as the one man who 
can “tame” the German nation. Envy can act as a cement. 
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Opposition to Dr Adenauer has begun to replace adherence 
to him as the basis for party combinations. As German 
newspaper commentators have been remarking, many of 
them not without relish, German party politics have become 
fluid. 

Some such change in the west German political climate 
was inevitable one day, no doubt, but some of the accompany- 
ing circumstances are of a kind to cause uneasiness. The 
parliamentary coup in North Rhine-Westphalia, which 
brought the political crisis at Bonn to breaking-point, has 
after all produced a new Land Government of respectable 
men to whom not much exception can be taken. Even so, 
the Diisseldorf Free Democrats have been one of the 
question-marks of German politics ever since the Naumann 
case, and it would have been easier to look on in detach- 
ment if the fuse had been set off from some other eovrce 
The Free Democrats had for some time past marked them- 
selves out as the restless element at Bonn, between the 
Christian Democrats entrenched in power and the Social 
Democrats entrenched in their settled doctrine and their 
massive party machine. The triple political origin of the 
Free Democrats makes it always difficult to predict their 
course ; they wear the clashing colours of the old Demo 
cratic Party (liberals), the Stresemann party (national 
liberals) and Hugenberg's German Nationalist Liberaliam 
in Germany, as in Italy, has retained a national tinge from 

trugale for unity in the nineteenth century and 
today a national wind | blowing agal Unification 1 
‘ ! re « Ve 1» Lr Dehier | bie to demand 
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_ first findings from the new household budget 
enquiry have been released this week in a report of 
the Cost of Living Advisory Committee (Cmd 9710). The 
survey was started at the end of January 1953, and for the 
next twelve months a selection of households of all kinds 
kept records of their expenditure for a period of three 
weeks. A vast amount of information on family incomes 
mah onruding has tees cottested: it ig to be honed that 
the Ministry of Labour will be able to publish it in detail 
before long... All that has been published this week is the 
committee's recommendations, which the Government has 
accepted, on how this material should be used to construct 
a new index of retail prices. 

It has been said that, while the present index measures 
changes only in the prices of things bought by the working 
class before the war, the new index will measure changes 
in the prices of things bought by the whole country now. 
This is not quite correct. The present index is indeed 
based on the last previous large-scale budget enquiry in 
this country, which was made in 1937-38 and covered some 
10,700 purely working-class households ; but material derived 
from that enquiry was used to assess an estimated pattern 
of working-class consumption in 1950, as valued at January 
1952, prices. The new index is to be based on the new 
nation-wide budgets, valued at the price level of January 
1956 (the starting date of the new index), but excluding 
at the top of the income scale those households where the 
head had a gross income of £20 a week or over and, at the 
bottom, households relying mainly on national insurance 
pensions or assistance. From the 12,911 households which 
provided budgets, 342 per cent at the top and 64% per gent 
at the bottom have been excluded. The new index claims, 
therefore, to measure changes in the retail prices of goods 
and services bought by nine out of ten households in the 
British Isles. 

What difference does this make? The table shows the 
proportions—that is the weightings—given to each of the 
main groups of items in the new and the present indices. 
It also shows what the present weights would be if valued 
at January 1956 prices. The most striking changes are 
that food and fuel will have much less importance in the 


605 
Dr Dehler and Dr Adenauer, but the Chancellor chose a 
foreign policy utterance of Dr Dehler’s as the occasion to 
force an open quarrel in December, and the Free Demo- 
crat leader has chosen it as his first ground of opposition 
now that his breach with the Chancellor is complete. 

All this makes it difficult to watch the clash of arms at 
Bonn philosophically, as a merely domestic German affair. 
The demand for unity is rising, whether in real momentum 
or in mere volume of sound. The possible ways of promoting 
it are the subject of endless argument but of great perplex- 
ity and confusion ; for it is in fact most difficult to know 
what can be done. One uncomfortable fact is plain: since 
the Soviet Union alone is in a position to satisfy the demand, 
it implies, necessarily, talks with the Russians. This is 
common ground to virtually all shades of German opinion ; 


1t wee en thie aerrnAd that re Adaws 
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decision to exchange ambassadors with Moscow: but there 
is no common ground on the place which the Paris treaties 
ought to have in any talks with the Russians when they take 
place For the present the question remains academic, 
since the Russians continue to tell the west Germans firmly 
that if they want to discuss unity they must address them- 
seives to Herr Grotewohl in east Berlin. None of the dissent- 


tents from Dr Adenauer's policy--Socialists, Free Democrats, 
or the groups of critics in his own party—can say with any 
precision what they would do in h place Hut there ia 
discontent. there | erit rm nad there } an increasingly 
perce ptibi pressul for chan it Ronn for the sank: f 
changer A) 1 wag tered capita a forcing-house of 
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new index, while clothing, household goods and transport 


will have much more. 

But the table hides a great number of changes with! 
the groups. ‘Some 80 additional: items are to be pri 
making a total of 350; this reflects both the wider : 
of the index and the higher and more variegated standarc 
of living generally Television sets, washing-machines, 
second-hand cars and telephone rentals ha now found 
their way into the index. setter quality 100d», sucu as 4 usiiy 
steaks, have appeared; and while bread, canes, potatoes, 
milk, eggs, margarine and fish have ali ‘ost weight, meat 
and bacon together take a slightly larger share. The cost 
of housing is to be more reliably measured to include the 
rental equivalent of owner-occupied houses and the costs of 
maintenance and repairs. 


The Old Weights and the New 


Weights in Old Index Weights 
(1950 Consumption) in New Index 
(1953-54 Con- 


Group At At sumption) at 
January 1952 January 1956 January 1956 
prices prices prices 

26 6 bree « oop ee 432 350 
‘Alcoholic Drink. ..... 7 69 71 
— 0 ee 80 80 
0 ee ee ee ee 73 87 
Fuel and Light. ..... 66 73 55 
Durable Household Goods. . 62 55 66 
Clothing and Footwear. . . 98 84 106 
Transport and Vehicles. . . 68 
EE Se q ot 94 126 | 58 
Miseellaneous Goods. . +. . 44 40 59 
ALL ITEMS ... . 1,00 1,000 1,000 


Yet, in spite of all these changes, the impact of the new 
indey will he sineularly undramatic. The Ministrv of Labour 
estimates that, had the new set of weights teen used to 
calculate the index since 1953, the result would have been 
a difference of one point ; the official estimate of the "cost 
of living” would now stand one point lower than it does. 
Over a longer period, of course, the ga is likely to be 
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more marked, but it is evident that when the new total 
index is linked with the present one there will be no abrupt 
charge in its course. 

Two conclusions emerge. One is that wage claims which 
have been supported by arguments that the current index 
*no longer has any relevance to the ordinary man’s budget” 
have been nonsense—in the last three years at any rate. 
The other—and in a sense opposite—point is that the refine- 
ment of a simple index may not be the only task which the 
Advisory Committee should have set itself. Until the full 


Encore Cordiale 


EW encounters aré more delicate than a meeting of two 
allied prime ministers after one of their foreign ministers 
has complained about the disunity of their alliance. Sir Anthony 
Eden and M. Guy Mollet handled the situation last Sunday with 
exemplary tact. Although both, it seems, had been disturbed 
by M. Pineau’s speech of March 2nd, Sir Anthony was no more 
inclined to press for any public amendment of the sentiments 
it expressed than was M. Mollet inclined to grant one. The 
charms of a rural weekend were fully exploited in the interests 
of diplomacy. At Chequers the two premiers were free to talk 
in privacy; their foreign offices were almost as far away as 
their foreign ministers, and they could smooth down the ruffled 
surface of the Entente Cordiate without in the process ruffling 
any personal feelings. Their exquisitely drafted communiqué 
suggested an agreement fully as profound as the disagreement 
of which M. Pineau had spolen. 
The two prime ministers are open, of course, to the charge of 
papering over a dangerous fissure. Perhaps if ever there is 
a case for using paste and paper, this was one. The French 
mood to which M. Pineau had given expression was essentially 
one of unease, not of determination to change course abruptly. 
(Our Paris correspondent discusses this point on another page). 
M. Mollet ought now to be in a position to reassure his fellow- 
countrymen that France can still count on a sympathetic hear- 
ing from its friends, that these friends are not censpiring 
against French interests in Africa or elsewhere, and that Frenca 
initiatives in such fields as disarmament or aid for backward 
@reas are respected and endorsed by its allies. Sir Anthony, 
*for his part, has a clearer picture of the background against 
which M. Pineau’s speech needs to be seen, and he will be able 
to impart it to other allied governments in the proper per- 
spective. All in all, that is not a bad job of work for one 
Sunday. But prime ministers ought not to have to devote their 
sabbatical leisure hours to urgent "do it yourself” repairs of 
this kind. Cracks in diplomatic walls are best tackled by 
professionals—by foreign ministers and diplomats—before they 
grow to threaten the whole house. 


The Shoes of Makarios 


O sympathy need be spent on Archbishop Makarios, who has 
been summarily deported to the Seychelles. It is the future 
of Cyprus, not the future of the Archbishop that matters. But 
the Government’s action has to be judged by its effects: is it 
likely to promote a settlement on the island? Experience shows 
that the deportation of recalcitrant nationalist leaders usually 
creates more trouble than it settles; it is hard to believe that 
the removal of Makarios will prove an exception. 

The unfortunate immediate consequences of the Government’s 
action could have been anticipated. It turns him into a martyr, 
removes the one person with whom the Government could at 
least try to negotiate, outrages Cypriot feeling, and widens the 
guif that already yawns between Britain and Greece. These 
consequences would be acceptable only if the removal of the 
Archbishop were cegtain' to leave the way clear for the 
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results of the budget enquiry are published it is not possible 
to say if it would be practicable to measure separately 
changes in, say, middle-class, skilled workers’ and unskilled 
workers’ standards of living. But, now that the index has 
been still further broadened, there does seem an obvious 
need for a separate measure lower down the income scale— 
for a supplementary and simpler index measuring only the 
price of essentials. Such an index is! the only means of 
judging the adequacy of national assistance payments and 
small pensions ; it is a necessary tool. 


emergence of moderate Cypriot leaders with whom a settlement 
could be negotiated. Certainly the Government must explore 
this chance for what it is worth. But is it not more probable 
that the shoes of Makarios will be filled not by the moderates 
but by the extremists ? The Archbishop has clearly been willing 
to profit from terrorism. He may have instigated it (although 
this has not been proved) but he has never been regarded as 
being so extreme as some of his followers ; this has been borne 
out by some of the published captured EOKA documents and 
virtually admitted by Mr Lennox-Boyd. Those who have been 
busy keeping the Archbishop up to the mark can equally occupy 
themselves in putting pressure on whoever may replace him as 
national leader. And oftce law and order have been restored, 
with all the bitterness that this will inevitably entail, what 
grounds are there for believing that the moderates in Cyprus 
will then command the support of the bulk of the people? The 
Government’s action has solved nothing. 


Who Wants War in Palestine ? 


99 OW will you look to posterity if you wait for a war 

that we could win if we wage it now?” This is the 
argument with which Heruth, the extreme right wing opposit- 
ion party in the Isrgel Parliament, violently assafled Mr Ben 
Gurion last week. It is a cry that has at times rendered him 
indecisive ; for instance, when he has condoned punitive army 
raids. But last week it found him calm and emphatic ; Israeli, 
he said, would win a war if a war were fought now, but it 
would not start one. He then carried the house by a majority 
of 66 votes to 13, that is, with only Heruth against him and 
the conservative General Zionists and two extreme left wing 
groups abstaining—the first from parochial party motives, the 
second and third because they have been thrown out of gear by 
Russia’s championship of Egypt and Syria. 

Israel has since capped Mr Ben Gurion’s stand by distrib- 
uting a splendid photograph of him stapling barbed wire to 
a new southern defence line a few miles inside the frontier. 
If anyone starts a second war (and only the Israelis could with 
advantage provoke one this year, since the Egyptians are,not 
yet fully trained in their new armaments), Israel will have won 
all the propaganda preliminaries. It is far better than any 
Arab state at capturing world sympathy for peaceful intentions. 
But this asset does not offset its worry at continued western 
refusal to supply arms to match, even qualitatively, Egypt's 
new fighters and bombers. 

Of the places where an explosion is likely, two now hold 
world-wide attention, One is on the southern front, where the 
Egyptians are said to have massed an undue amount of armour, 
the other on the east where disagreements within the Arab 
Legion may lead to temptation to start forays. But equally 
dangerous, though less in the limelight, is a point on the Syrian 
border where a decision to advance or retard the spark lies in 
Israel's hands. This point is on the upper Jordan river, where 
the Israelis have completed a diversionary canal except for the 
final short stretch that runs through a demilitarised zone; 
their water engineers are growing impatient to divert waters 
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which—so long as a United Nations writ of 1953 continues to run 
—the Arabs are in a position to deny, simply by upholding the 
status quo. Last week, they enlisted the support of the Soviet 
Ambassador in Damascus for the UN ban; what if Israel should 


grow desperate, begin digging, and cause Syria to be the first 


to fire? 


Sentences of Death 


HE most interesting feature of the second reading debate 

on Mr Silverman’s Death Penalty (Abolition) Bill was not 
that the abolitionists’ majority dropped from 31 to 24; the 
drop seems to have been due to absences abroad and other 
accidental factors rather than to any recantations by abolitionists 
or changes of opinion among those who had previously abstained. 
The most imteresting feature of the debate was that it is now 
the abolitionists who are trying to keep emotions and temp- 
eratures down, and the retentionists who are trying to heat 
them up. 

This reflects a shrewd assessment by both sides of the prospect 
ahead. Now that the Bill has got its second reading and goes 
to committee, the immediate battle will be fought over Conserv- 
ative back bench amendments that would destroy the Bill by 
de-gutting it—amendments that are going to be voted on under 
nerve-racking conditions, with neither side having the benefit 
of whips. But both sides know that the most crucial moment 
may arise later, if and when the Lords reject the Bill; it is 
important for the retentionists that they should then be able 
to represent the Lords as giving effect to a vivid emotional 
reaction in the country at large, rather than as an undemocratic 
body thwarting the Commons’s will. That is why a great deal 
is likely to be heard in the next few weeks about the sordid 
details of crimes that have been committed by the "worst 
murderers” and the “professional criminals.” 

It is true that many of the abolitionists themselves have shown 
and have pandered to—this taste for the grisly ; nevertheless 
the existence of the taste is the mostpotent point ‘on’ tite 
abolitionists’ side. The fascination for the morbid that murder 
cases attract under a regime of capital punishment- should no 
longer be a matter for argument; retentionists should consider 
carefully whether, by Monday evening, some of the most 
respectable gentlemen in the country, on bog sides of fhe 
debate, had not shown on the floor of the House itself their own 


sub-conscious liking for dwelling gloatingly on these matters. 


This atmosphere, permeating the whole country, is a much more 


important social question than the difference in the number of 


murders under an abolitionist or death penalty system—a 
difference which, im any event, no statistics have yet shown to 
exist. 


Eden over Jordan 


OVERNMENTS can no longer be wrecked by one speech ; 
the Conservative party has reason to be grateful that they 
cannot. In the recent debate on Jordan, Sir Anthony Eden was 
bowled middle stump by Mr Gaitskell, and on his own favoured 
wicket of foreign affairs. His failure was quite unexpected. 
Mr Gaitskell’s speech, for all the power and smoothness of its 
delivery—and its delivery, admittedly, was most impressive—was 
debatable on a number of points. Sir Anthony both failed to 
take them up and allowed his own strong point—the weight and 
importance of the Tripartite declaration—to be lost to sight. 
Sir Anthony can fairly claim that factors beyond his control 
left him with little new to say, but this would not have troubled 
him if he had been in his usual form. His ability to make stale 
beer taste like non-vintage champagne is proverbial and usually 
enviable. It-was not the lack of content in the Speech that 
shocked MPs, but the disjointed, clumsy and at times strangely 
high-pitched way 1 which it was delivered. The truth is that 
Sir Anthony was plainly desperately. tired; and the suspicion 
persists that this was because, in Mr Selwyn Lloyd’s absence, he 
has been busying himself not only with the broad course of 
foreign affairs, but also with the details of Foreign Office 
management, If his unhappy experience has persuaded him that 
he must do more to devolve such duties, then it will have been 
of some value both to himself and to the country. 
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The Limits of Tolerance 


HE White Paper on the recommendations of the privy counc!]- 
lors on security shows how misplaced were any fears that 
the Burgess and Maclean case might stampede this country into 
any form of McCarthyism. It is, of course, a somewhat tantalis- 
ing document: it is the merest summary and suppresses all the 
more interesting details "in the public interest”. Without details 
it is hard to foresee exactly how the shoe will pinch the "bad 
security risk”—the civil servant who may not be an out-and-out 
communist, but may be susceptible to pressures of various kinds, 
including blackmail. But the principles of the White Paper are 
sound, gnd fairly define the limits of tolerance in a free society. 
There is no argument about the need to remove convinced 
communists not only from positions where they are in contact 
with state secrets but also from the penumbra—which tends te 
widen—of such matters : for the definition of a good Communist 
Party worker is a spy. There is also not much argument about 
most of those classed as fellow travellers. There may be more 
hesitatien about procedures to detect and penalise "defects of 
character and conduct”. It was Graham Wallas who pointed 
out years ago how much of the best creative work was done in 
administration as elsewhere by people readily classified as 
neurasthenic. The principle of the White Paper is right; its 
application will be the test. Safeguards are given in the right 
of appeal, which may be extended to non-government servants. 
Scarcel} anybody is going to be deprived of a livelihood by 
this. new procedure—which certainly leaves British security 
arrangements in a contemptible state of amateurishness by 
Russian standards—and only self-confessed communists, whose 
place is hardly in the public service, will bé deprived of 
promotion. The real difficulty is the sécret communist; it can 
only be hoped that the details hidden from sight improve the 
power to deteet them. 


Triumph at Journey’s End 


R_ Boleslaw Bierut, the head of the Polish Communist 

- Party, was left little time to enjoy the new: moog created 
by the Soviet party congress. He died this. week in Moscow 
and did not even have time to bring the good news back home. 
But there is-no doubt that Polish communists welcomed the 
official break with Stalinism and that for Mr Bierut the congress 
marked the hour of triumph, the vindication of a policy of 
caution. Poland is alone among the satellites not to have staged 
trials of its Communist leaders on the hideous Moscow model. 
During the purges of "Titoists’ Mr Gomulka was disgraced, 
but he was never. brought into the dock. It is difficult to imagine 
how much skill in passive resistance was needed to break 
Stalin’s golden rule that all revolutions must devour their 
children. 

Polish communists have a particular reason to be pleased with 
Moscow’s new line. In 1938 their party was disbanded by the 
Comintern as a hotbed of capitalist agents and all its prominent 
leaders, resident in Russia, were victims of Stalin’s bloody 
purges. This holocaust explains why comparatively unknown 
activists, like Bierut or Gomulka, came to the top after the war. 
It also explains why these men, brought to power by the Red 
Army and certainly faithful to Moscow, applied Stalinist methods 
half-heartedly and with some repugnance. But now Stalin’s 
heirs have reversed the verdict. The dissolution of the Polish 
party is officially recognised as a tragic mistake and Mr. Bierut 
has lived to see the names of his teachers and precursors restored 
to the front page of the Polish papers. 

He himself has played a key role in Poland’s communist 
regime, successively as president, prime minister, and party 
general secretary. For a long time he combined the top posts 
in the state and the party machine. The "cult of the individual” 
did not, however, strike deep roots in Poland, and the problem 
of the succession should not present very grave difficulties. . The 
problem for Mr Bierut’s successors is to use the new situation 
to win more popular support. The end of the Stalinist nightmare 
may help them. In the struggle between conservatives and 
reformers within the Soviet bloc, the weight of the Polish party 
will be thrown into the anti-Stalinist scale. 
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Speaking of Kashmir 


T was inevitable that the reference to Kashmir in the com- 

muniqué of the Seato conference would arouse indignation 
in India, and the decision to include it must have been taken 
after some nice calculation of pros and cons. Mr Selwyn Lloyd 
had previously given his opinion that Kashmir was not a 
suitable topic for the conference, and he is now being accused 
of eating his words at Mr Dulles's demand. That charge is not 
quite fair. The Seato council carefully avoided debating the 
merits of the rival Indian and Pakistani claims. It confined 
itself to deploring Soviet efforts to whip up enmity between 
Asian states, and to endorsing the desire, repeatedly expressed 
by both India and Pakistan as well as by the Security Council, 
that a Kashmir settlement should be reached either by direct 
negotiation or through the United Nations. The Seato allies 
thus resisted the temptation to compete with Mr Khrushchev 
in flat-footed partisanship ; and it is deeply ironic that Pravda 
should now be boldly accusing them of interfering in Asian 
countries’ affairs by referring to Kashmir. 

The fact is that there would have been no case for Seato 
concerning itself with the matter at all if Mr Khrushchev had 
not visited Srinagar last year, as India’s guest, and proclaimed 
to the surrounding hills that there must be no self-determin- 
ation for Kashmiris. Many Indians were acutely embarrassed 
by this crude Soviet intervention, not only because India is 
pledged to the holding of a Kashmir plebiscite, but also because 
Mr Khrushchev was clearly bent on reawakening passions in 
Pakistan when its prime minister had just succeeded in head- 
tng off a fanatical "march on Srinegar”. Since then, Pakistan 
has seethed with complaints that none of its allies had given 
it the kind of support that Russia—however cynically—had 
given to India on this issue. 

The Seato pronouncement, cautious as it is, may calm these 
feelings down and thereby improve the prospect that the 
Kashmir problem will in the end be solved rationally and 
peacefully. That is its justification. 


Betting afd Controls 


i's years after the Royal Commission on Betting published 
its report, the House of Commons has been told that the 
Government accepts its principal recommendations. As soon as 
parliamentary time allows (which presumably means in the next 
session} a Bill will be introduced to make lawful the establish- 
ment of local licensed betting shops to which "members of the 
public can go openly to place cash bets instead of doing it 
surreptitiously at street corners in defiance of the law.” The 
Bill will also provide for the registration of bookmakers, the 
legalisation of off-course cash betting by post, and a wholesale 
reform of the gaming laws. The Government’s decision, which 
was foreshadowed by a ministerial statement in the House of 
Lords some weeks ago, is based on acceptance, at long last, 
of a simple principle: liberalisation of the law is always 
advisable when so many practices that are illegal have already 
come to be allowed. 

The fina] influences behind the Government’s announcement 
have been the mounting press campaign against the Home 
Office’s slothful record over its whole field of inactivities ; the 
rather frightening evidence of some police corruption under 
the present betting laws; and the courageous recent statement 
of the chairman of the former Royal Commission that it will not 
be easy to get men of standing to serve on such commissions 
if their reports are left in the pending tray as long as his report 
has been. All this has persuaded the Government that it cannot 
go on wincing any longer from the prospect of possible opposition 
from church or chapel. 

Now that the Bill has been promised, however, it is the 
bookmakers rather than the bishops who may give the Home 
Office most trouble. The more undesirable bookmakers, who 
have built up lucrative empires under the present system, will 
naturally be angry about the.prospect of a bill. But the leading 
and most reputable firms in the business may also give some 
trouble. They are anxious to ensure that the promised controls 
and licensing arrangements, originally sponsored to restrict 
betting as a whole, will be used in a way that will merely restrict 
competition to their advantage. The committee stage of this 
otherwise welcome Bill will need to be watched with this danger 
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in view. The right way for Parliament to discourage betting 
is not to multiply new controls in place of old ones that have 
failed, but to make punting less profitabie. There is a quite 
arguable case for nationalising or municipalising all betting 
outlets, and allowing the state to reap much of the revenue 
‘from them; if that is considered too awkward politically, then 
taxation on betting can be increased. 


Mental Nurses Protest 


ENTAL hospitals are in the news, and the several thousand 

mental nurses who have been banning overtime work in 
some 33 hospitals have chosen an opportune moment to call 
public attention to their pay and conditions of service. Mental 
nursing is the only branch of nursing in which men are 
employed in any numbers, and it is mainly male nurses who 
have been concerned in the ban. This is not surprising. Before 
the war, male mental nurses could compare their standard of 
living favourably with that of, say, the police; and they had, 
by contrast with other workers, security of employment. Further, 
a hospital authority which found itself short of mental nurses 
was able to increase its pay scales in order to attract them. 
Today, however, the male nurse finds it a disadvantage that the 
uniform level of salary scales in his profession has been set by 
the salaries considered necessary to attract women. 

A mental nurse’s training allowance is £45 a year more than 
that for a probationer in a general hospital; it rums from £285 
a year to begin with to £310 in the third year, plus £1 a week 
adult dependant allovance and £40 and £50 for passing the pre- 
liminary and final examinations respectively. It is after he has 
finished his training that a male mental nurse finds himself at 
a disadvantage. His salary scale then begins at £440 a year and 
rises to a maximum of £540 (the differential over general nursing 
falling to about £20), unless he archieves the rank of charge nurse 
(the equivalent of a ward sister) for whom the salary scale is 
£505 to £620. A maximum of £12 a week for being responsible 
for anything from 30 to 80 mental patients cannot be called 
generous. Nor does any hospital authority want to encourage 
overtime earnings, for a regular extension of the 96-hour fort- 
night is held to be detrimental to health and efficiency. 

Realism suggests that neither the management side of the 
Whitley Council nor the Treasury is likely to agree to a salary 
scale for mental, nurses that, in present economic conditions, 
ceuld compete with earnings elsewhere. In that case, if there is 
not to be continued understaffing of mental hospitals, and 
consequently harassed nurses, a solution will have to be found 
along other linse. The most obvious course is the gradual replace- 
ment of male nurses by women. This would not be easy, for 
the mental hospitals are also understaffed on the female side, 
but a shortage of women is easier to meet, because part-time 
married workers can be recruited. The employment of far more 
women of "assistant nurse” status and of far fewer men—but 
those men, when fully trained, given much higher salaries than 
at present—would be more likely to meet the staff shortage 
than modest all-round increases in salary scales. 


Farm Workers’ Lament 


HE Agricultural Wages Board has flatly rejected the workers’ 
claim for a substantial increase in the present minimum 
wage of £6 15s. As it is only three months since the Board 
handed down its last award, increasing the minimum by 8s. 
from £67s., the Union could not have expected any other 
response. The current national policy of encouraging wage 
restraint would have been made to look pretty silly if the 
farm workers had got another all-round rise so soon. 
Nevertheless, the Union has a grievance. Efficient farmers 
can afford to pay their workers, especially if they have special 
skills, a good dea] more than the present minimum. Sometimes 
they do so, but, in general, rural custom keeps farm wages close 
to the minimum; and farmers support the eustom, even if it 
means losing their workers. In the long run, the exodus from 
the land may confer upon the remaining workers a scarcity value 
and thus benefit them economically. But in the meantime 
agriculture is likely to lose again (as it lost before the war) 
many of its brightest and most enterprising workers. This is a 
pity. Farming could do with more of a ladder of opportunity ; 
and the best way to get it would have been to concede a &7 
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minimum wage—which was the workers’ original claim—as a 
basis for insisting that further increases take the form of 
differentials for greater skill. Now the chance has been lost, 
and a feeling of injustice created among farm workers with 
which many outside agriculture will feel some sympathy. 


Arms and Not Men? 


HE disarmament talks due to begin in London next week 
enjoy more favourable omens than any previous session of 
the United Nations sub-committee. Mr Eisenhower's last letter 
to Marshal Bulganin not only contained several new initiatives, 
but even induced the Soviet authorities to tell their peoples its 
full contents, without any accompanying rebuttal, at the same 
moment that it was published in the outside world. Marshal 
Bulganin’s remark that it was a "good” and "very interesting” 
letter might, by itself, have meant no more than that the Soviet 
rulers wanted the disarmament talks to provide a harmonious 
but inconclusive obbligato during their visit to Britain; but the 
prompt publication of Mr Eisenhower's letter inside Russia 
seemed an unusually hopeful portent. The President’s previous 
letter, sent a month earlier, had been suppressed for a week 
and then presented to the Soviet public only when the Marshal's 
retort was ready. 

There is; at the time of writing, still no sign of any decisive 
change in the Soviet position—although it would be surprising 
if no answer at all were to come from Moscow before the London 
talks begin. The Russians have not given up their resistance 
to effective international inspection and control, nor have they 
severed the link they forged last May between disarmament 
and the emasculation of the free world’s alliances. But it is 
something that they now seem ready to discuss politely the case 
for international aerial inspection, which only lately they were 
denouncing as a form of espionage, and to let Mr Eisenhower 
puncture all the propaganda they have put out in recent months 
to the effect that the United States wants to avoid disarm- 
ing at all. 

The President's latest message, indeed, was admirably designed 
to remove real fears as distinct from simulated ones. Mr Elsen- 
hower explained that his aerial inspection plan coulkd be com- 
bined with the Soviet proposal for ground inspection ; that the 
resulting system could be applied to all consenting nations, not 
merely to Russia and America; and that he would like to see 
an additional control system set up to prevent any future 
production of fissionable materials being used to make more 
nuclear weapons, while material from existing stéckpiles should 
be progressively. contributed to an international pool for peaceful 
purposes. His emphasis was on the practical: arms, he argued, 
were easier to control effectively than armed manpower, and 
the first disarmament effort should concentrate "primarily, 
though not exclusively” on them. Even this may not be enough 


to get tangible results out of the London talks; but it is a 
_ good send-off. 


Atlantic Explanations 


ISCONTENT leaks quicker than harmony through closed 

doors. The almost complete lack of press comment on 
Nato’s latest military consultations in Paris was a pointer to 
their success. The top military planning organ of the Atlantic 
Alliance, the Standing Group, which represents the American, 
British and French chiefs of staff, left its Washington offices to 
spend a week taking the representatives of ail the member 
countries into its confidence. This was a welcome, if overdue, 
experiment—particularly from the viewpoint of the smaller 
allied nations. 

Much as the "Geneve mood” affected the unity and sense of 
purpose of the alliance last summer, so too did the hydrogen 
bomb and the new atomic weapons, which bred a sense of futility 
among those members of Nato that could contribute to the 
common defence effort only the kind of conventional weapons 
and forces that now seemed of little importance. It was logical, 
then, that the December meeting of the Atlantic Council, which 
produced an agreed appraisal of the new nature of the contin- 
uing threat to the West, should be followed by more technical 
explanations about the effort still required from each ally. The 
twofold problem was to ensure that all fifteen members know 
and trust the joint defence planning in which the Standing 
Group, and more particularly the United States, necessarily play 
a dominant role ; and to show how even a few Danish battalions 
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or Dutch ships can make enough difference to justify continued 
unpopular expenditure on defence. 

To the scientific eye it may seem obvious that a small nation 
can contribute to a joint effort most effectively through close 
integration of forces, equipment and planning. But in practice 
no country finds it easy to forgo the iuxury of cutting its defence 
budget, or the pride of retaining an apparently independent and 
balanced navy or air force, in order to fill a small gap in an 
international master plan. Before it will do so, it must under 
stand the master plan and have confidence in it. That is a tall 
order ; but the recent explanations in Paris seem to have helped 
to fill it. The experiment is worth repeating. 


Straight from the Woolsack 


T is an open secret that the Lord Chancellor has been 

Mr Thorneycroft's busiest and most liberal ally in the form- 
ulation of the Restrictive Trade Practices Bill; he has also, 
however, been accused of responsibility for making the Bill 
too legalistic. For this reason, his address to the Juridical 
Society of Glasgow last weekend is of particular interest.» It 
was very heartening. Lord Kilmuir recognised fully that it is 
not for a court to decide what should be the commercial and 
economic policy of the country ; that is the job of the Govern- 
ment and Parliament. But he claimed that he and his colleagues 
have spent many anxious weeks trying to work out a "truly 
justiciable issue” to place before the new Restrictive Practices 
Court ; and his definition of the court’s function was admir- 
ably rigid. 

In the first place, he emphasised that a restrictive practice 
which may hope to escape condemnation must come within 
one of seven closely defined categories ; whether it does or not 
is a question of fact, and if the claimants cannot prove that 
fact they must fail. He gave a pointed example. "One of the 
categories consists of practices whose removal would” cause 
serious and persistent local unemployment; it will not be open 
to the claimants to contend that, since temporary unemploy- 
ment would be caused by its remofal, their particular practice 
ought to stay; nor tould the court be influenced by its own 
view that temporary unemployment would be disastrous. The 
only question is: will serious and persistent unemployment 
result? And if the answer is no, that is the end of the matter.” 

Lord Kilmuir said, however, that the Government had felt 
bound to go further. "The claimants ought not to succeed 
merely because they can come within one of the seven categ- 


Trial by Journal 


The Fourth Estate has, ever since its institution, been encroach- 
ing slowly and surely on the privileges of the three constitut- 
ional powers. It asserts a right of initiative coequal at least 
with that of the Commons, possesses a veto not less decisive 
than that of the Upper House, and exercises a strong if not a 
controlling influence on the executive action of the Crown. 
These functions have, we venture to assert, been for the most 
part well and wisely exercised. ... But there is one institution 
which, as a safeguard of social order and individual liberty, is 
worth the Three Estates of the Realm together, with which the 
Press has shown of late years an increasing and glarming 
tendency to interfere. However well qualified a journalist 
may be as a statesman, a public teacher, a guardian of popular 
interesta—however valuable may be his interposition on behalf 
of oppressed heiplessness, or his advocacy of injured innocence 
—we think that it certainly is not his place to assume the 
office either of the judge or the juryman. ... On occasion of. 
the commission of an atrocious crime, by which public feeling is 
strongly excited, it is often seen that the person accused has by | 
no means such a fair chance as he ought to have,-and as he 
would have under other circumstances. This evil is at best a 
very serious one; but it is, we fear, sometimes aggravated in 
no slight degree by the conduct of the Press ; which is induced 
by the general excitement to interfere precisely at the time 
when its interference is likely to be the most mischievous. ... 
It is surely easy for journalists to abstain from ministering to 
a vicious appetite for horrors, and to confine themselves to 
such brief and neutral notices as cannot injure the accused, 
Whatever his guilt, let there be no possibility of doubt that 
every man on trial before an English jury will meet with fair 
play, uncorrupted by previous presumptions and prejudices. 
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ories ; their practice may still, on balance, be undesirable, and 
the Bill still puts on them the onus of proving that the use 
of the practice has not been—generally speaking—unreasonably 
detrimental to the public.” He agreed that this involves, to 
some extent, the formulation of .an economic judgment by the 
court; but since "reasonableness is the ‘basis of our law” he 
did not feel that it should be beyond the powers of the judges 
and experienced laymen who will be its members. This is a 
very important interpretation of the Bill, and it is good that 
it should have been so authoritatively stated at this time. 


Flying Teacups 


HE storm that has been raging over the use of balloons for 

carrying propaganda into the sealed-off world behind the 
Iron Curtain had long been brewing. The Soviet leaders 
harangued Dr Adenauer on the subject when he visited Moscow 
last year, and their own propagandists have regularly denounced 
the balloon campaign along with the parallel activity of the BBC 
and American broadcasting systems. In recent weeks, however, 
the Communist governments have not only raised the question 
to the level of diplomatic Notes of protest, but have also intens- 
ified their domestic propaganda on the subject. One of their 
aims is doubtless to frighten off any of their subjects who, 
emboldened by the Kremlin’s latest talk of relaxation and contact 
between peoples, may now feel that there is no harm in sneaking 






Uncalculated Risks 


SIR—Your article of Februa 25th asks urgently whether a 
greater degree of specialisation ‘in arms and functions among the 
countries of the Western Alliance is not now imperative. Some recent 
weeks spent in the United States have confirmed my conviction that 
some suth specialisation is long overdue. 


Our capacity to do what the President and Prime Minister in their 
Washington communiqué described as to retain the power to deter 
aggression depends today primarily on research and development of 
new weapons, particularly of aircraft with their weapons systems and 
of guided missiles. In that field the real key factor is not dollars or 
pounds sterling but brains—the top scientific and technological skills. 
It_is high time we faced the fact that even in the United States, and 
a fortiori in Britain, with a third of America’s population, we are 
trying to do more than our scientific and technological resources 
can carry. 


If it is true that there is a serious risk of Russia’s overhauling us in 
the field of military aviation and guided missiles (and if there -is no 
ground for panic there is still less for complacency on that score), 
f believe it is largely due to the fact the Russians concenfrate on 
relatively few types. In a coalition as close and now surely as 
permanent as the Anglo-American Alliance, it surely makes no sense 
that both partners should be trying independently to cover the whole 
field of development of civil and military aircraft, guided missiles and 
some other weapons such as atomic submarines. We are now wit- 
nessing in Britain one result of that in the very serious delays and 
shortcomings in our development and production of military aircraft. 

I submit that we can and must do something to remedy this situation 
by some degree of pooling of our resources in the really short commodity 
-the top scientific and technological skills. To take a practical 
example. I do not think it can be denied that we are literally years 
behind the United States in the development of fighter aircraft and 
their weapons systems. To design and develop and get into product- 
ion—say—a Mach 2- fighter takes years. Should we not ‘follow the 
example of Canada, which has built large numbers of that excellent 
present-day fighter the Sabre for the minimum of expenditure of 
the rare design and development skills and, for the next stage in our 
fighter programme, build American-designed fighters under licence ? 
Would not that enable us to concentrate our design and development 
on other types, such as the next-stage medium bomber, and thus help 
to reduce the difficulties and delays from: which we are now suffering ? 

This shovid be a two-way street, of course. For instance we are 
well ahead of the United States in aero-engine design. We shall 
shortly have two engines of that class which is going to be so important 
especially in commercial aviation, namely the -turbo-prop. Both are 
far ahead of anything in that class available in America. In the guided 
missile field there is good cooperation between Britain and America ; 
but between us we are still trying to develop far too many types of 
Similar characteristics, and in the United States there is some wasteful 
competition between the Services in the development of similar 
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a look at the leaflets that fall upon their fields. There is a close 
parallel here with the "germ warfare” campaign during the 
Korean war, which effectively discouraged the people of North 
Korea from picking up leaflets, and provided a pretext for sealing 
off areas where they had been dropped. 

Three arguments have been advanced against the use of 
propaganda balloons: the legalistic doctrine of inviolable "air 
space”, the humane argument of danger to aircraft and persons 
on the ground, and the political accusation that the leaflets 
contain "war propaganda” devised by refugees from Eastern 
Europe. None of these arguments is convincing. The East 
European regimes have, in their day, launched propaganda 
balloons with a range of several hundred miles without overmuch 
regard to national sovereignty in the air or to the safety of 
aircraft ; and there is no evidence that any of the leaflets dropped 
on their territory contained incitement to war. What can and 
should be readily admitted is that balloons are a most unreliable 
and uneconomic medium for the cross-fertilisation of ideas which 
every government nowadays claims to seek; and that refugee 
organisations, even when they work under supervision, may not 
accurately reflect the main strands of thought in the free world. 
The Communist governments have a very simple remedy for 
this unsatisfactory state of affairs. If they Would lower their 
barriers to communication and allow newspapers and books from 
the outside world to reach their subjects freely, they would 
quickly find themselves spared any alarm or inconvenience that 
the propaganda balloons may now cause them. 


weapons. Surely there is room here for the pooling of resources and 
a rationalised allocation of effort between our two countries. 

There is no earthly reason why Russia should surpass, or even equal 
us in this field. It will be nobody's fault but our own if she does. 
— Yours faithfully, 

J. H. SLESSOR, 
Marshal of the Royal Air Force 


The Wrong End of the Rope 


SIR—In your enthusiasm for the cause of abolition you show less than 
your usual fairness in describing the pamphlet "Murder”, published by 
the Inns of Court Conservative and Unionist Society, as a "sociologically 
amateur pamphlet written by eight Conservative lawyers in their spare 
time”. 

The committee which prepared the pamphlet was set up as long ago 
as Ist March, 1955, immediately after the House of Commons had 
pronounced in favour of retention. It held frequent meetings thereafter, 
especially during the legal) long vacation. It was headed by a former 
Attorney-General and comprised some of the most eminent and 
experienced criminal lawyers in the land. 

At least one member was an avowed abolitionist, and for all I know 
there were others. There is nothing surprising about this, since the 
committee was concerned, not with capital punishment, but with the 
crime of murder, on which they’ were entitled to pronounce with 
particular authority. No doubt none of them was a professional socio- 
logist, and therefore the pamphlet could correctly, though perhaps rather 
tendentiously, be described as sociologically amateur. But, since pro- 
fessional sociologists rarely write on legal matters, this is a defect 
which it must resign itself to sharing with most other similar 
publications. 

All law, of course, has sociological implications. So far as I can see, 
the direct sociological implications of the committee’s proposals were 
threefold:- 

First, they thought it undesirable that an executive officer rather 
than a judicial tribunal should effectively determine the sentence for 
the crime of murder. This state of affairs is accepted with reluctance 
even by defenders of the present set-up, and is opposed to all the 
principles for which you normally. stand. 

Secondly, to obviate this state of affairs and to mitigate the rigour 
of the M’Naghten rules, a quite inadequate test of ‘criminal résponsi- 
bility in the light of modern medical knowledge, the committee proposed 
that the Scottish law of diminished responsibility should be introduced 
into English law. 

Thirdly, the pamphlet implicitly and its preface explicitly expressed 
the hope that a reform of the law of murder would facilitate public 
opinion in making an enlightened moral pronouncement on a subject 
with which the committee were not concerned, namely whether capital 


punishment is in any circumstances a permissible punishment for 
murder. — Yours faithfully. 


San Francisco. 


House of Commons, S. W. 1. 


J.E.S. SIMON 
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presents the 
CWwO=WAay stratelh 


0 says jute can’t make news? Look at this: it’s 
revolutionary. Hessian (that’s jute) sewn on the 
bias to form a tube with a two-way stretch. Now when 
manufacturers want to package things like carpets, 
linoleum, blankets, they draw the tube straight on to 
the product, cut it to the required length, and tie both 
ends. The hessian clings to whatever’s inside it. And 
packaging ‘becomes that much quicker, neater, more 
efficient and cheaper. . 
And jute doesn’t only wrap things up. It ties them 
up (it’s twine and cordand repe). It backs them up (look 
at the back of your carpets and lino). It lines shoes and 
stiffens the shoulders of suits. And of course it makes 
the vital, unsung sack. 
Wonderful stuff, jute!. We'd be lost without it. 


Wh ¢38323232089 
U1 I —wmakers of bags and sacks ; twines, 
« ~d cords and ropes, jute carpets and fure- 


ishing fabrics ; yarn for carpets, cloth for 
backing linoleum, for tarpauling, roofing 
felt, darnp courses and plasterers’ scrim3 
cotton belting, webbing and carves. 


InpysTRIESs Tp 





There may be an application of jute to your business, 
Why not write to us:— 


JUTE INDUSTRIES LTD 


196 FOTTENHAM COURT ROAD 
MEADOW PLACE BUILDINGS - DUNDEE 





Your turn next? 





any able executives tend to doubt that 
comfort aids efficiency — until they take a, 
turn in this swivel armchair. Especially 
designed for men of action who must spend 
long hours behind a desk, it provides correct 
posture. support and remarkable case of 
movement; makes comfort and efficiency 
synonymous. Based firmly on fi ir teak legs, 
the well-padded seat swivels easily at the 
lightest touch. 
Come and see it at our Contracts Showrooms, 
where you will see many other examples of 
modern furniture for offices and boardrooms. 
If you cannot: come, please write for our 
leaflet, Furniture for Special Needs. 


HEAL’S 


CONTRACTS LTD. 


TELOPRONB: MUSBUM 1666 


+ LONDON, W.84 
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WHERE-.WE STAND WITH HELICOPTERS 


T IS ONLY over the past ten years that 
helicopters have shown the rate of 
progress which has been associated with 
fixed wing aircraft for decades. The ad- 
vancement of conventional aircraft re- 
ceived two tremendous boosts during the 
two world wars, but the helicopter was 
not a working proposition in the 1914-18 
war, and it became reasonably practical 
for specialized uses only in the concluding 
stages of the 1939-45 war. 


The mathematics of the helicopter 
proved to be complex and new types of 
physical experience were continually en- 
countered. It was therefore a vehicle that 
repaid particular care in the early stage 
and a cautious yet imaginative approach; 
above all it demanded considerable capital 
investment in laboratory and test facilities. 
This had to be provided in the teeth of 
other competing demands for technical 
manpower and factory equipment needed 
for néw aircraft, engines and missiles. 

But beaause of the progress of modern 
technology the rate of advance of heli- 
copters has been sustained and today they 
are in ever widening operational usé¢ 
throughout the world. Nevertheless, the 
6,000 or so helicopters built to date in all 
countries represent little more than six 
months’ combined output of fixed-wing 
aircraft in Britain and the United States. 
So helicopters still form only a small 
fraction of airframe weight produced. 

Whilst pioneering beginnings have been 
made in the fare-paying passenger use of 
helicopters, the maturing of helicopter 


‘commerce will still take some time. How- 


ever, the expanding military use of helicop- 
ters is amassing a variety of operational 
experience in latitudes from the tropics 
to the Arctic Circle that will help materially 
towards the development of more econo- 
mic commercial helicopters. 


Helicopters were used in quantity for 
the first time in Korea when they took 
part in tactical operations for their intrinsic 
capabilities and not merely as a useful 
adjunct to other forms of transport. The 
reliance that came to be placed on them 
is evident in one memorable operation 
when 12 helicopters moved an equipped 
battalion onto a Korean hilltop in six 
hours. British forces have made increasing 
use of the helicopter in Malaya and other 
areas when communications are difficult. 

In the civil field, it is foreseen that 
expanding use will be found for helicopters 
as flying cranes; airlifting special equip- 
ment to.remote spots; as means of inspect- 
ing cables and pipe lines; for spraying in 
agriculture and many other purposes, 
which, coupled ‘with accumulated military 
experience, will lead to economic scheduled 
freight and passenger. services. 

The Bristol Sycamore was the first 
helicopter of British design to be used 
operationally. A single-engined general 
purpose aircraft, it is in regular military 
service in many parts of the world, in 
climatic and altitude extremes, as well 
as with the Services and British European 
Airways at home. The Bristol Type 173 
twin-engine tandem rotor helicopter, which 
has been developed from the Sycamore, 
is the forerunner of larger machines which 
are expected to see service first with the 
Services. 

Looking into the future the need is for 
helicopters able to lift bigger loads—of 
10,000 Ib and more. Successful develop- 
ment of these heavy helicopters will in 
time see the replacement of the piston 
engine by gas turbines; Bristol is well 
advanced with plans for a turbine-powered 
version of the twin-engined helicopter as 
part of its progressive programme towards 
meeting the mounting requirements of 
civil and military helicopter operators. 


THE BRISTOL AEROPLANE COMPANY LIMITED + BNGLAND 
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A Democrat Looks at his Party 


AN AMERICAN VISTA. 
By Dean Acheson. ; 
New York: Halper and Brothers. London: Hamish Hamilton. 
°160 pages. 154. $3.00. 


T will be surprising to some—who do not know him—tkat Mr ,Aicheson 
. has not, after what he suffered from immoderate Republican critics, 
Written an ed defence of his own actions or a fierce attack on, 

his- trad@ce ngtead, as the American title (which is heading this 
*teview) implies, the book is a philosophical discussion of | politics, 
thiough it is ajso, as the same title admits, a partisan one. 

The* book- Eohsists of three separate essays, each very different in 
mood, with ‘a’ personal prologue and epilogue. It is only in the 
first essay that; Mr' Acheson looks et his party; the  cimannian be 

called "An Ex-Secretary of State Looks ‘at Foreign Affairs”, and "An 
Ex-Member of the Truman Administration Looks at Internal ty”. 
Oddly. enough, ft is only th “the first essay,“perhaps because it the 
description of @ love affair, that partisanship seriously interferes with 
objectivity. His, Democrats sometimes seem tod good to be true—it is 
permissible to wonder whether he is still satisfied that Southern 
conservatism, the ‘conservatism’ of Senator Eastland and Governor 
Shivers and the mob af the Ufiiversity of Alabama, is ‘an invaluable 
~ass¢t’—and his Republican Party is the party of Mr Herbert Hoover, 
a simplification which the Republicans themselves certainly encouraged 
in the ludicroww and pathetic episode of the second Hoover Commission. 

Mr Acheson, like many of the men who gave the Democratic Party 
fts particular flavour over the past twenty-five years, began political 
life as a Bull Moose Republican and was driven, by the eclipse of 
Theodore Roosevelt, to the support of Woodrow Wilson, finding that, 
although "the key was: lower, the composition was more solid.’ Ht was 
the presidency of Warren Harding that turned what might have been 
@ temporary liaison into a permanent union and one that he has never 
regretted. He seems, looking back, to be surprised himself at how much 
solid satisfaction he has had from belonging to a party which has 
‘lasted so long an@ remained so young,’ which is, to use his adjectives, 
turbulent, disorderly, adventurous, imaginative, ‘more’ governed by 
hopes than fears’ and which ‘responds to ieadership of strong and 
vibrant personalities." There are those who mistrust a” party that 
believes in pragmatic experimentation and prefer one which is inclined 
to ‘view government itself as being but an administrative process, like 
bookkeeping’, but anyone who lived in Washington through the 
administration. of both parties knows which is the more exciting. ‘ 
_ If Mr Acheson's account of his love for his party is warm, his analysis 
of foreign affairs is cold and clear.: Few men could have said so much 
ebout American foreign policy in so few words. Starting from the 
assumption, with which President Eisenhower at least of the present 
Administration agrees, that atomic warfare has no positive place as an 
instrument of pelicy and ‘must be reserved as a weapon in a desperate 
death struggle forced upon us’, he discusses the kind of foreign policy 
needed to avoid muclear war and the kind of military policy needed to 
aupport it. 

In particular, Me Acheson warns us of the terrible risk of fatal 
raiscalculation involved in making threats of atomic warfare in circum- 
stances in which it would be impossible to use if. “There can’ he says 
sternly ‘be no bluff here.’ And-a large element of bluff ts what he 
finds, writing some months before the appearance of the notorious Life 
article, in his successor's conduct of foreign policy. 

If Mr Acheson is still satisfied with the record of the Truman 
‘Administration in foreign affaits, he makes no pretence that he is, 
Proud of its handling of the problems of internal security. And, before 
setting about the Republicans for compounding Democratic errors even 
after their consequences could be plainly seen, he points out that their 
loyalty programme had its roots in policies “adopted during Mr Truman’s 
administration. “I was an officer of that Administration,” he admits, “and 
share’ with it the responsibility for what I am now convinced was a 
@rave mistake,’ This third essay, which probes deeply into the relation 
between the state and the individual, is written im icy anger. And the 
Attorney-General, Mr Brownell—whose excuse that ‘one Klaus Fuchs is 
enough, isn’t it? is precisely dissected—is mot even Iet off, like 
Mr Dulles, with scornful anonymity. 


Friendly Stranger 


STRANGER IN ITALY. 
By Herbert Kubly. 
Gollancz. 361 pages. 18s. 
HOSE who write books about their travels tend to overestimate 
their renders’ capacity to absorb lengthy descriptions of the 
picturesque cociumes of the natives, the curious’ carving round the 
church doors and the life-stories of the more obscure saints. Mr Kubly 


is not guilty of this. He certainly does not ignore the conventional | 


repertoire of the traveller—and when he really gets down to describing 
a local custom, like the famous Sienese horse races, he does {t splendidly. 
But his chief preoccupation is with the lives and thoughts of the many 
Italians he bumped into; and since Mr Kubly possesses an unusual 


capacity for immediatety winning the confidence of strangers and a 
happy knack of getting a vivid impression of them down on paper, his 
book is a rich and varied portrait gallery. There is Tullio Vacini, 
the young man working in the American Bxpress office in Florence, 
who both heartily disliked Americans and desperately wanted to go to 
their country; Bianca, the little Venetian girl-friend who was always 
worrying about urzo scandalo but was very loving all the same; the 
pizza-maker just outside Naples, who had once loved a lady-professor 
from Boston; Carmelo, the little Taormina postboy who asked 
Mr Kubly ‘to "send him from America a Roy Rogers co-boi suit—and 
-many others. 

Mr Kubly is an American professor who spent fourteen months 
roaming round Italy on a Fulbright research grant. He is an Italophil, 
but ‘is not uncritically starry-eyed. Being generous and. warm-hearted 
however, he is perplexed and distressed bythe ambivalent attitude of 
most Italians towards America. On the one hand, they yearn towards 
it as the source of good jobs, unlimited education, ample food and 
duscious blondes. On the other hand, they tend bitterly to despise 
Amerieans—in @ sour grapes sort of way—just because they seem to 
have far too much of everything and most Italians have far too little, 

The Italians’ view of American life may be distorted by too many 
Hollywood films, byt: Italian- poverty and the frustration it entails is 
real enovgh. The most horrifying ‘part of this book is the description 
of a visit to the TB-ridden Capodimonte cave in the heart of Naples— 
“something as terrifying as Dante's purgatory”—whose existence is 
carefully kept from tourists. The most moving is the account of the 
home for scugnizzi, the street boys of Naples, run by a priest, Father 
Borelii, whe passionately demanded of Mr Kubiy: "If I give them a 
hunger for a better life and then cannet make such a life possible for 
them, what is the point of my work?” Mr Kubly naturally could offer 
no satisfactory answer, but by posing the problem so vividly in this 
book, he has made his own conttibution to ifs solution. 


Good Old Days 


HOUSEKEEPING IN THE EIGHTEENTH CENTURY. 

By Resamond Bayne-Powell 

Murray. 206 pages, las. 

THE DOMESTIC SERVANT CLASS IN EIGHTEENTH-CENTURY 
ENGLAND. 

By J. Jean Hecht. 

Routledge and Kegan Paul. 252 pages. 25s. 


ROFESSOR..Hecht’s book is a serious contribution to social history 7 
Mrs Bayne-Powell has no purpose but to entertain. Yet the one 
can be enjoyed with perfect light-heartedness as a lively and often comic 
picture of bygone mores and the secorid studied as an instructive set 
of historical footnotes. 

The eighteenth-century servant class, itself. a complex social order 
ranging from such lords of creation as the house steward to the 
downtrodden ranks of footboys and laundrymaids, was not only aa 
&cupational group surpassed in size only by that of the agricultural 
worker and far outnumbering all factory wage-earners taken together. 
It was also, as Professor Hecht sees it, a dynamic and significant 
social element, no less important for the transmission and diffusion 
of ideas and standards, and as a means of education afd advancement 
for its members, than for the economic role which it played in a 
comparatively unspecialised society. Professor Hecht destroys some 
idyllic illusions. The faithful old retainer was a relatively rare jewel 
even two hundred years ago, and the mutual, near-feudal relationship 
of loyalty on the one hand and responsibility on the other was as 
ideal already in loudly-lamented decline. Indeed, it is clear from his 

es that the domestic class-war was often hardly less embittered in 

’s London than in Mrs Angela Thirkell’s Barsetshire ; the more 
so by reason of the very plenty of domestics. Whatever the disadvantage 
of private service, the social isolation which ts its chief drawback today 
was not one of them; and the dreaded spirit of “independence” 
flourished accordingly. Bernard Mandeville noted with indignation @ 
well organised trade union of footmen; when employers made a stand 
the nuisance of “vails’—the exaction from their guests of tips 
on a scale which made it horribly expensive to accept hospitality 
there were actual riots. Other contemporary comments on the clothes, 
and the public behaviour, of groups of young domestics indicate that 
there is nothing very novel about ‘the Teddy-boy. 

Neither Professor Hecht nor Mrs Bayne-Powell has, oddly enough, 
anything to say about the eighteenth-century nursery. Mrs Bayne- 
Powell, however, covers practically every other domestic topic, from 
‘architecture to household superstitions, drawing on contemparary lettera, 
diaries, accounts, recipe or “receipt” books, and the like. Her book 
makes excellent bedside reading. As a companion to historical studies 
it would have.gained disproportionately from a more consistent 
attention to dating; it is by mo means always clear whether some 
lively paragraph describes a practice or belief lingering from the world 
of Pepys or one familiar to Cobbett. 

Any twentieth-century housewife who, after reading either of these 
books, still cherishes a belief that the spacious and gtacious eighteen- 
hundreds would have suited her, must have either a very streng 
stomach or a notable capacity for self-deception. But at a safe distance 
it is all great fun. 
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American Survey 


Ultimate 


Washington, D.C. 


URING the meeting of the Joint Chiefs of Staff on problems 
of defence at a base in Puerto Rico, the programme for the 
development and construction of missiles was doubtless high on 
the agenda. Since these mighty weapons of the near future can 
no longer be thought of as the exclusive responsibility of one 
service the methodical distribution of roles between Army, Navy 
and Air Force, agreed upon a decade ago, must be reconsidered. 
Already Mr Charles Wilson, the Secretary of Defence, has made 
it clear that a civilian czar”, immediately under him, is to have 
charge of the research and production programme which has 
hitherto been split amongst the services. 

While the Joint Chiefs were withdrawing from the political 
atmosphere of Washington, a subcommittee of the Senate under 
Senator Symington, a former Secretary of the Air Force, was 
unlimbering its guns to investigate what its Democratic members 
call America’s “lag” behind Russia in airpower, missiles and 
military research. Some 'Democrats have been making fierce 
and noisy declarations of what they "know” of Russian progress 
and of American "delay”. President Eisenhower and Mr Wilson 
have not evidenced any such panic. They do not question 
Russian advances in fields of jet and rocket propulsion, aero- 
dynamics and electronics, but they are not inclined to think that 
in the essential matter of the precision of missiles the American 
effort is appreciably, if at all, lagging behind. 

Whatever the Russians have achieved, it is quite apparent 
that in the research and development of ballistic missiles America 
has recently effected a "break through” into a new area. This 
does not mean that the Intermediate Range Ballistic Missile 
(IRBM)—capable of travelling some 1500 miles—is in productiqn 
or anywhere near it. But lessons learned from the sensational 
euccess of the new Redstone missile, reported to possess a range 
of about 250 miles, can apparently be applied to much longer 
Tange types. 

As one general puts it: "Range is no problem ; we can fling 
a ton as far as you wish. The problem is to have it fall in the 
right country.” This suggests that some notable progress must 
have been made in controls up to the point where the missile 
leaves the last of its auxiliary propellant rockets. From then 
on’ it would seem to be 6n its own. Hence the vast importance 
of absolute precision at that moment, for if a 1500 mile missile 
is finally launched at 150 miles from the firing point a small 
error, whether in the elevation or depression of the nose or fH 
variation to left or right, would be multiplied ten times or more 
in the remaining flight. Similarly, an error in velocity would 
obviously carry the missile too far or short of the mark. 


The development work, which has been carried on.mainly at 
an Army arsenal in Alabama, has been directed by Dr Wernher 
von Braun, one of the creators of the German V2. With him at 
Redstone today are over a hundred other young Germans who 
have become fully integrated with their American colleagues in 
@ picturesque and secluded community. 

One interesting feature of the developments at Redstone is 
that the Navyegis linking its work with the Army. Long ago it 
embarked on its own. programme of adaptifig its seagoing 
facilities to the new weapons. A ship carrying an IRBM can 
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Weapons 


reach points from which it can strike at any military target in 
the world. This does not mean that the Intercontinented Ballistic 
Missile (ICBM), the monster with a 5000 mile range, which it 
is the responsibility of the Air Force to develop, is not worth 
working for. But it does mean that it is not uniquely effective. 
A 1500 mile weapon, plus a ship to launch it, coukd sometimes 
do as well. ‘ 

Little can be said of the other projected long-range ballistic 
missiles for surface-to-surface use. "”Snark”, an Air Force 
research project, is still only a name but is apparently more of. 
a winged bomb than a missile. “Atlas” another Air Force 
enterprise, is perhaps a step towards the ICBM. But an 


American "ultimate weapon” is quite clearly far im the future. 


Projects of the ballistic type exercise something of a. charm 
on American thinking. This is partly because of the startling 
nature of their promised performance, setting off from any 
hard-surfaced highway or ship’s deck, soaring high above the 
earth’s atmosphere, travelling at perhaps four miles a second 
and then plunging down unerringly to the target. It has yet 
to be proved that a weapon built on the ballistic principle will 
do all this. Its dependence for accuracy upon the exact course 
set during the first tenth of its flight is disturbing. The claim 
that it is relatively invulnerable to interception because of its 
high speed needs to be looked at more critically. First, if its 
course is absolutely strajght, the interceptor’s mathematical task 
is that much easier. Secondly, its speed must apparently be 
greatly reduced once it comes back into the earth’s atmospheré 
if it is to escape being consumed by frictional heat. 

For these reasons more attention should be given to non- 
ballistic missiles, chiefly the ram jet upon which the famous 
laboratory of Johns Hopkins University continues to do notable 
research under Navy contracts. The ram jet operates in some 
degree of air, and hence cannot be flown much above 100,000 feet, 
and its top speed is not, so far, expected to go much beyond a 
mile a second. But against these "handicaps” it offers very con- 
siderable advantages ; ram jets would be electronically guided 
in flight and fully controllable either from an air base or from 
distant planes. This means that they could follow a weaving 
course, thereby greatly increasing the difficulties of interception, 
and, far more important, that their controlled flight would 
theoretically enable them to hit the target with precision. This 
final guidance is so immensely important that one is forced to 
believe that, even upon the ballistic missiles of the future, a 
form of supplemental guidance must somehow be imposed. 

It is apparent that the missiles programme is going to constitute 
a rapidly increasing part of America’s entire military thinking 
about strategy and combat tactics. It is bound to call for much 
larger expenditures, which is likely to mean that conventional 
weapons and units will have to get along with less. . This is a 
real cause of anxiety to military planners, who firmly believe 
on the basis of what has happened since 1945 that "fringe wars” 
and "brush fire wars”, in which the mighty weapons will not 
be used, are likelier than the grand scale wars in which they 
could be decisive. The coming discussion in the Senate’s 
committee rooms will probably generate more heat than light. 
on all these questions, but it may produce some surprising 
information about future trends in the military arts. 
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Flexibility Wins A Round 


HE voting in the Senate on eighty amendments to the Farm 

Bill has gone almost as slowly as did the debate, although 
more surprisingly. However, the first and most’ sensational of 
the decisions seems unlikely to be reversed : by an unexpectedly 
large majority of thirteen, with all the members voting for the 
first time for twenty years, the Senate reaffirmed its faith in 
the Administration’s scheme of flexible price supports, varying 
with supply and demand, for agricultural products. It refused 
to follow the advice of its Agriculture Committee and go back 
to the Trigid system of fixed high supports which Congress 
rejected in 1954. The vote came two days after the announcement 
that in 1955 the average income a head of people on farms was 
less than half that of non-farm people and that it had dropped 
by 6 per cent in a year during which other incomes had risen 
by 5 per cent. 

The advocates of a return to high price supports argue that 
this is the only immediate way of bringing needed relief to 
farmers, arid in these circumstances the size of the majority for 
flexibility’ is°a direct tribute to President Eisenhower. Repub- 
licans who éarlier would hardly have dared to risk the loss 
of vital agricultural votes next November felt safe enough, once 
they knew that Mr Eisenhower would again be leading them, 
to follow a principle that is unpopular among farmers. Moreover, 
Republican Senators naturally hesitate to reject (although six 
of them did vote against it) a policy so close to the heart of the 
man who is expected to be their chief for another five years. 
But the size of the majority against a return to rigid price 
supports was also a tribute to the Secretary of Agriculture, 
Mr Benson, who in spite of his strict principles is prepared 
to make concessions to political expediency when it comes to 
a show-down. He let it be known that he would support cotton 
prices at a higher level than had been forecast this year and 
that he would not reduce cotton acreage at all next year— 
provided the flexible support system were maintained. Three 
Senators from. cotton states who had formerly favoured rigid 
price supports promptly changed their minds, to the fury of 
their colleagues from wheat-producing areas. 

Mr Benson's personal flexibility may be even more helpful 
when the representatives of the two chambers meet to reconcile 
the Senate Bill with the one passed by the House last year, which 
provides for a return to rigidity. The House was not asked to 
consider the soil bank proposals, which are now the Republican 


remedy for agricultural over-production and which seem certain © 


to be approved by the Senate. Since most of the members of the 
conference committee will be convinced opponents of flexibility, 
it will take all the Administration’s influence to prevent a 
deadlock which might well drag on so long that nothing at all 
would be done for farmers before the election. 


Most Valuable Resource 


EFORE announcing his willingness to stand for a second 

term, President Eisenhower tantalised the impatient corres- 
pondents at his press conference by discussing several other 
matters. Among them was a vast scheme for water storage, 
reckamation' and hydro-electric development on the Upper 
Colorado River. Observing that "water is rapidly becoming our 
most valuable natural resource’, Mr Eisenhower asked Comgress 
to approve a Bill treating "this whole great mighty Colorado 
River as‘a single entity.” On the day after the President’s 
request; the House of Representatives did so by a vote of 256 
to 136. 

As approved by the House, the Upper Colorado project calls 
for the expenditure of $756 million and the construction of three, 
and possibly four, major dams in northern Arizona, northeastern 
Utah, northwestern New Mexico and Colorado. While aiding in 
the irrigation of some 230,000 acres already under cultivation, 
the harnessing of the Upper Colorado would allow the reclam- 
ation of :132,000 acres of new land and would provide the 
necessary hydro-electric power for the exploitation of what are 
believed to be some of America’s largest deposits of strategic 
raw materials, including uranium. Champions of the long- 
debated scheme agree that it will allow the "upper basin” states 
to rival the industrial and agricultural expansion which southern 
California has enjoyed through its use of the waters of the 
Colorado River south of the Hoover Dam. 


615 
Southern Californians, on the other hand, have bitterly 
opposed the new scheme on the ground that it might deprive 
them of some of the water allocated to their state in the Colorado 
River compact of 1922, and have sought to block the Bill in 
Congress by pointing out that agriculture on the newly irrigated 
land would further increase the already unmanageable stock of 
surplus food. Consequently, the House accepted an amendment 
providing that during ten years no water should be used for 
the production of the six basic crops already on the surplus list. 
The Senate had previously approved a somewhat more ambitious 
version of the Bill which includes the construction of: a dam 
in Echo Park, on the border of Colorado and Utah. This proposal 
had aroused. tremendous controversy as it threatened one of the 
West’s most famous nature preserves, Dinosaur National Monu- 
ment. The House deferred to outraged conservationists, and it 
is now expected that the Senate will do the same. 


Unsteady Stock Markets 


FROM A CORRESPONDENT IN NEW YORK 


RESIDENT Eisenhower’s long-awaited announcement did 

not end the unsteadiness which has characterised Wall 
Steet during most of the five months since his heart attack, 
even though the Dow-Jones average of industrial companies has 
been breaking all records. This is perhaps a fair measure of 
the speculative sentiment about the presumption that he will 
serve a second term, but it does not settle the real question. 
This is whether stock prices are already so high as to discount 
several years more of good business, even under a friendly 
Administration—or whether there is still value to be had, based 
on normal growth in the economy. 

It is easy enough to explain why stock prices are now higher 
than they were in‘1929. Since then, industrial production has 
more than doubled; national income has tripled; corporate 
profits are twice as large as in 1929, and individual savings 
have increased five-fold. rae most observers do not 
expect the wild ups and downs of the late 1920’s to be repeated 
—if only because gambling on hofses has now become more 
popular than gambling on stocks. There are also much stricter 
rules governing stock purchases and the many safeguards 
imposed by the Securities and Exchange Commission work 
against excessive speculation. Under these circumstances, stocks 
are not likely to become as much over-valued as they were 
27 years ago. Nevertheless, the general but by no means 
unanimous feeling among professional analysts is that prices are 
higher now than a "prudent man” might expect them to be. 

This conception of "prudence” is based on experience. A 
small army of statisticians is deployed around Wal Street to 
deal with the historical relationships between stock prices and 
such factors as national income, corporate earnings and dividends, 
and comparative bond yields—for all of which the records go 
back to 1881, on a basis allowing accurate comparisons. This 
evidence suggests that the recent rise in stock prices has been 
rather unusual. The long-term trend is a gain of about 2.6 per 
cent per year, compared with 3 per cent for national income. 
But since 1952, stocks have been rising almost 20 per cent per 
year, against 3.8 per cent for national income and 6.8 per cent 
for total corporate profits. In years of sharply rising national 
income, such as 1955, a representative group of industrial stocks 
has usuaHy sold at around 12 times that year’s earnings. The 
fatio is even higher now. Finally, stock prices in the past few 
years have risen much faster than the book value of corporate 
assets. This has often happened in the past, but not for long. 

Even more important to some analysts is the fact that stock 
prices have been advancing faster than dividends. Although 
corporate dividends increased from $9 billion in 1952 to $11. 
billion in 1955, the average return is less for the investor who 
buys the same stocks today. Moreover, this decline in stock 
yields has taken place during a period of rising bond yields. 
However, these yardsticks tell us only what we might expect 
if investors behave as they have in the past. What if future 
investors are willing to pay proportionately more for a dollar 
in dividends ? And what about the future of earnings? Is it not 
as likely that earnings and values will go up—and so equate 
with stock prices—as it is that stock prices will come down ? 

There is a substantial minority that would answer "Yes.” For 
example, it has been estimated by conservative economists that 
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the gross national product will reach $425 billion by 1958 and 
$450 billion by 1960. On this basis, corporate earnings before 
taxes could reach $47.4 billion in three years from now and 
$50.2 billion in five years. Moreover, business is now paying 
out only about 55 per cent of its earnings as dividends, compared 
to 65 per cent in the prewar period. Assuming a reduction in 
taxes and a 65 per cent dividend rate, corporate dividends could 
increase by more than two-thirds by 1960. This would easily 
justify a further rise in stock prices. 

Whether the prudent investor will] follow the lessons of history, 
or what seem to be the prospects of the future, remains to be 
seen. In the meantime, it should be kept in mind that not all 
stock purchasers are "prudent men”. Some are more interested 
in immediate capital gains ; and many are willing to invest on 
the basis of future growth, even when present dividends are 
negligible, as they are in the fast-growing oil and chemical 
industries. 

This willingness to bet on growth also reflects a spreading 
confidence that expansion is sure to come and that the American 
economy is not going to have a depression in the next five 
years. It may be indeed that these investors are buying stocks 
as a hedge against the possibility of inflation. Furthermore, 
there is still no very great interest in the stocks of companies 
that would fare badly in a minor recession. Premiums are paid 
for stocks of enterprises strong enough to move ahead despite 
a bit of rough going. And who is to say that in the era of 
automation, electronics and Eisenhower, valuations should not 
be genuinely higher than in the era that included two world 
Wars and one near-war, as well as a great depression ? 


Injudicious Chairman 


Washington, D.C. 


NCE again the Senate has displayed the flagrant short- 

comings of its law of inheritance based on length of service. 
Because he was the second: Democrat in order of seniority on 
the Judiciary Committee, Senator James Eastland of Mississippi 
has become chairman on the death of Senator Kilgore of West 
Virginia. The principal voice when the Senate has to approve 
the nomination of a federal judge will now belong to a 
demagogue who has inflamed the South to resist the Supreme 
Court's rulings against racial segregation. Proposals for improy- 
ing the immigration laws will await the pleasure of a sworn 
upholder of the racial purity of Anglo-Saxons. Matters affecting 
civil rights will be supervised by a man who tends to see 
Communist infiltration everywhere. Bills protecting Negroes 
will depend for their progress on a Senator who boasted in his 
last election campaign of his skill in keeping such ‘measures 
from ever coming before the Senate. 

Only two Senators, Mr Morse of Oregon and Mr Lehman of 
New York, protested against the elevation of their fellow 
Democrat. The rest of the party’s spokesmen, in the sacred 
name of seniority, set up a human road-block in the path of 
the very causes for which most Democrats stand. Many electoral 
promises, made to the minority groups of urban voters which 
form an essential part of the coalition forged originally by 
President Roosevelt to bring the Democrats to victory, depend 
on the Judiciary Committee for fulfilment. Senator Eastland 
is only fifty-one years old ; his views are obviously to the liking 
of the white electorate in Mississippi; and he is presumably 
going to control the Judiciary Committee for a long time to 
come—provided the Democrats retain control of the Senate. 

It is true that the chairman of a committee is not all powerful. 
He can be over-ruled by the vote of a majority. But this is 
not Jikely to happen often, for the general complexion of the 
Judiciary Committee is conservative and its enormous load of 
work—it handles about half the legislation before the Senate— 
has traditionally resulted in the delegation of great power to the 
chairman. Most important of all, he appoints new staff members, 
including the investigators who look into the background of 
candidates for judicial office. He schedules committee meetings, 
fixes their agenda and assigns Senators to the many sub- 
committees. He can prolong hearings by arranging for endless 
witnesses or shorten them by calling few. By setting the order 
in which the vast mass of Bills is taken up, he effectively 
decides whether the important ones will be reached early enough 
In the session for them to stand a chance of passage. 

There is nothing new about the fact that southern Senators, 
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who enjoy security of tenure, should dominate key committees, 
or that an unsuitable Democrat, such as the late Senator 
McCarran, should be chairman of the Judiciary Committee. 
But the present Congress, managed by Democrats under a 
Republican Administration which is using much of the language 
and ideas of the New Deal, dramatises that situation. The 
minorities and the lower income voters who supported the 
Democrats in the campaign of 1954 get as their reward 
Mr Graham Barden, an unreconstructed Southerner, in charge of 
the House Committee on Education and Labour, Mr Howard 
Smith, a Virginian who makes Mr Barden sound like a radical, 
at the head of the strategically situated House Rules Committee, 
and now—Senator Eastland. . 


Age before Duty 


FROM A CORRESPONDENT IN COLORADO 


HE State of Colorado has been faced with an ultimatum 

from the federal government as a result of the state’s 
constitutional provision for old age pensions. The situation is 
a classic illustration of the difficulties arising from the so- 
called “initiative” in Colorado and elsewhere, under . which 
amendments to the state constitution may by popular petition 
be put to the vote of the people. Intended to ensure that the 
will of the people could not be stifled, the practice has in fact 
.enabled various groups to reserve state revenues for their own 
special purposes. In Colorado today 80 per cent of the state’s 
funds are earmarked in the constitution as a result of the passage 
of such amendments, leaving the elected representatives of the 
people in the State Legislature with little freedom for manceuvre. 
The constitutional amendment establishing old age pensions, 
passed by a large majority in 1936, reserves 85 per cent of all 
revenues from liquor and sales taxes and from excise taxes on 
use, consumption or storage, for the payments of pensions. None 
of these taxes may be repealed unless the State Legislature first 
provides an alternative source of equal funds, which in effect 
freezes the taxes into the state constitution. The minimum 
pension must’ be $45 a month a person, less outside income, for 
all Coloradoans over sixty. 

So far as gathering revenue for old age pensions was concern- 
ed, the backers of the amendment provided better than they 
knew. Through lawsuits instituted by pensioners, the amend- 
ment has been extended to include city and county taxes on 
alcoholic beverages ; the liquor industry now enjoys the earnest 
support of many thousands of old people who depend on it for 
part of their livelihood. Many of them are now drawing money 
under the federal social security system; this is classified for 
pension purposes as "outside income” but the saving has to go 
back into the state’s pension fund. 

In 1937, the state contributed about $7,500,000 and the federal 
government $5,000,000—$12,500,000 in all—to the support of 
34,000 elderly Coloradoans; in 1955, some 54,000 pensioners 
shared about $53,000,000, of which $34,000,000 came from state 
sources and $19,000,000 from the federal government. The 
maximum pension in 1955, during the last months of the year, 
was $115 a person a month, or $230 for an aged couple without 
other means. At the present rate of growth, some 67,000 
pensioners in Colorado will be drawing $165 a month in: 1980. 
Meanwhile, other state services are starved: Colorado spent 
$33,000,000 in 1955 for highways, $20,000,000 for elementary, and 
$7,000,000 for higher, education, $7,000,000 from both state and 
federal sources for dependent children, and $3,000,000 for aid 
to the handicapped. Each session of the State Legislature is 
now dominated by a struggle to find more money. 

Now, the federal government has pointed out that federal 
funds for welfare purposes must be distributed on the basis 
of need, but that Colorado distributes old-age ions solely 
on the basis of what revenue comes in. The federal officials 
have told the state government that Colorado must choose 
between changing over to a basis of need or giving up federal 
aid. They also criticised the state’s comparatively niggardly 
payments for dependent children and the handicapped, in 
contrast to the generous pensions. From past experience 
Colorado officials assume that Uncle Sam means what he says, 
but it would require an amendment to the state constitution, by, 
popular vote, to put the pension system on a basis of need. 
And old age pensioners with their relatives still form the largest 
single block of voters in Colorado, 
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The World Overseas 





How Strong Are Algeria’s Rebels? 


(FROM A CORRESPONDENT LATELY IN ALGERIA) 


HIS week the French government has been given the special 

powers in Algeria for which it asked. But there are 
grounds for thinking that the Algerian revolt may have passed 
the point where it could be destroyed either by special powers 
and reinforcements or by the rebels’ tactical mistakes. Applied 
to Algeria, the experience of other guerilla wars over the past 
15: years (and were there ever more, or worse?) suggests that 
the French may not now be able to regain control. If that is 
true, then France will sooner or later recognise Algerian 
independence. 
* Such, at any rate, is the opinion of cool heads among the 
rebel leadership. After fifteen months of ragged murderous war 
they have secured virtual recognition as the only “worthwhile 
negotiating party”; a French Prime Minister has asked them 
to lay down their arms in exchange for political concessions 
which no responsible French politician would have dreamed of 
suggesting before the shooting began. Und bist du nicht willig, 
80 brauch’ ich Gewalt, The advice has proved sound. 
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The rebels emerged from a split in the Megsalist national 
movement that began in 1947, when plans for revolt began 
seriously to be made, and became public in 1954, during 
Messali’s, party congress held in Belgium that year. The 
breakawafs.were young men who wanted action and said that 
Messali himself was nothing but a talker. Some were taken 
by the police; others were not. A few weapons were collected. 
A. few recruits were trained. In 1954 these young men formed 
their Comité révolutionnaire d’unité d’action, set up a liaison 
centre in Cairo, and declared war on France on November lst. 

The reasons for rebel confidence are military and political. 
In the matter of terrain, much of Algeria can give points to 
Bosnia or the Pelopponese. There are more woods and as 
many hills; there is much more frequent cultivation. This 
last aspect of Algeria—given popular backing for revolt—may 
be decisive, for nothing hurts guerillas more than hunger, as 
the partisan campaigns of the second world war showed. 

As to numbers, nothing sure is known by the French; and 
Probably not by the rebel leaders either. In December the 
Governor-General spoke of 4,000 rebels permanently under 
arms; probably two or three times that number would be near 
enough to the truth In any case, popular backing for the 
revolt (at least im the densely populated areas of the Con- 
stantinois and Kabylie) is such that the critical shortage is not 
im recruits, but in «arms, 

The rebel leaders complain repeatedly of arms shortage. Yet 
they must have a good many thousand rifles by this time and 
quite a few automatics, although they are practically without 


mortars or anti-tank rockets. Some thousands of rifles were 
distributed by the French administration, in an oddly generous 
mood towards the end of 1955, to’ supposediy loyal Moslems 
who were to act as village guards; and a lot of these will have 
reached the rebels. A conservative estimate of French casualties 
in ambush and accrochages would allow the rebels at least a 
couple of thousand weapons by outright capture; and perhaps 
as many again—this is guessing—by theft or local purchase. 
Some weapons are coming in across Tripoli and southern 
Tunisia, and a few more through Spanish Moroceo into the 
western mountains of the Oranais. What is the proportion of 
“foreign” weapons? About the same, perhaps, as the proportion 
of British weapons reaching the Jugoslav partisans after the 
spring of 1944: perhaps a tenth or a fifteenth ofthe total 
armament. Foreign support for this revolt is thus of secondary, 
even of small, importance. It is perhaps a little more telling on 
the propaganda front; yet the ferocious verbiage of the Voice 
of the Arabs, the Cairo transmitter, would no doubt be pretty 
futile unless it were striking a force already in movement. 
The movement is stubbornly entrenched. It is popular; the 
ordinary peasant, sometimes because he is terrorised, but much 
more often because he thinks the rebels are fighting to improve 
his lot, abets the actual fighters. At poihts he has even 
embarragsed them by driving cattle towards their hide-outs in 
discernible numbers. He is on their side largely Wecause the 
economics of Algeria are painful. European settlement there 
has seriously limited the amount of land under native cultiy- 
ation; it has turned more and more of the best land ‘to the 
growing of exportable crops. This land question is the essential 
problem, for according to the 1948 census five out of every 
seven Algerian Moslems are peasants. Out of about 6% million 
hectares of cultivable land, these Moslem farmers have just over 
4% million, with Europeans holding the rest. Thus an over- 
whelming majority of the population has two-thirds of the 
land, and a numerically tiny minority has one-third. 

This might matter less if this highly efficient, hard- 
working, and reasonably weil capitalised minority were growing 
food for Algerian consumption. Increasingly, however, it is 
not. It is growing crops for export. Since 1920 the area under 


was a little over 400,000 hectares, and these lands are among 
the best endowed in the country. 

A rapidly growing population has less and less to eat. The 
figures show, broadly, that each inhabitant had about five 
quintals of local grain a year in 1871: four quintals in 1900: 
only 2% quintals in 940. M. Robert Delavignette told the 
Conseil Economique last June that chronic unemployment or 
under-employment was suffered by more than 800,000 agricult~- 
ural workers in Algeria. M. Edgar Faure said in September 
and a half million people in the douars lived solely 
sent to them by their families in France. If 
as well informed—and his sources in September must — 
cellent—this means that every Algerian worker 
is supporting an average of 3% Algerians in Algeria. 
the country, in some other ways, really does owe @ 
to France, much of its population is shockingly poor. 
discontent might be little enough without. good 

Here the rebels have much to claim. Technically 
leadership has a good record. At close quarters, it 
what it actually is: the work of well-trained NCOs who 
ve acquired "officer mentality”. Such is Mohammed Ben 
Bella, the 39-year old military leader of the revolt: he is a 
much-decerated chef de section of the French army whose 
nationalism has manifestly given him both the power of com- 
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mand and the character of leadership. The factors have pro- 
duced, as one might expect, the last but indispensable element 
‘in successful guerilla war: high morale. Rebel morale is pro- 
bably better than that of the bulk of French troops on the 
ground ; one sign of this is significant desertions to the rebel 
side among Algerians serving in the French army. 

The political factors in the rebels’ confidence are less easily 
assessed. How far have they achieved a primary aim of uniting 
Algerian Moslems behind them? By now, it seems, they have 
done pretty well. From the first they have made no secret of 
their intention to "destroy Bourghibisme wherever we find it”: 
that is, to remove from political activity and influence—by fair 
means or foul—all competitors for the role of “worthwhile 
negotiating party” with France. They have succeeded in this, 
it seems, so far that Messali himself (still exiled in France— 
a fact for which the rebels are evidently grateful) is now showing 
signs of wanting to take some of the credit for a revolt that 
was initially against him as well as against France. Even the 
ulemas have come out for the rebels, if in suitably ambiguous 
language; and the Algerian delegates to the Algiers Assembly 
have long since confessed their helplessmess. Right across the 
political scene, the rebel "Front de Libération Nationale” is by 
now a barely underground foree which pulls all the pative 
Aigerian strings that remain worth pulling. 

Yet the rebel leaders have still to show their skill in political 
command. They have confined themselves, so far, to saying 
that they will not stop fighting until the French negotiate a, 
truce which is preceded—and that through solemn declaration— 
by an admission of France’s readiness for the full independence 
of Algeria. So far, too, they have shown themselves aware of 
the cultural paradox faced by most of their intellectuals: the 
deep admiration for French culture that marches side by side 
with strivings for Algerian nationhood. 

For it would be quite wrong to think that France simply 
means colonialism to these thousands and tens of thousands 
of potential or actual cadres: France also means a wide gate 
to a world of ideas without which self-government would be 
nothing but an ernpty fabric. France has known how to make 
its colonial subjects love it as well as hate it, and perhaps it 
is unique in this among colonial Powers. That is why the 
rebels insist they do not fight against France or French culture, 
but only against French control; and this is why, given full 
independence, they would have no difficulty (they say) in 
admitting Prance to the position of specially privileged friend. 

When the time for talking comes, will the rebels be able to 
trazsiate these complicated thoughts into efficient compromise ? 
Will they know how to negotiate? It will be then, perhaps, 


that the French Government may at last hope to take ome or 
two of the tricks. 


New Pineau in Old Bottles 


FROM OUR PARIS CORRESPONDENT 


HE first fears after M. Pineau’s now famous speech to the 
Angto-American Press Club in Paris, that he was launching 
a French “neutralist” policy were, of course, exaggerated. 
M Pineau is no neutralist. But he was attempting a new depar- 
ture. He believes more even than many Socialists in the urgency 
of world disarmament. He has their fear that in emphasising 
military security rather than economic aid, the West will lose the 
friendship of the uncommitted nations. He was, in his own 
words, "seeking the forms that coexistence must take”. There is 
no réason to read more into that than a belief that the West must 
modify its tactics to match the new agility of the Russians. 
However, apart from his beliefs, M Pineau has his problems. 
He belongs to a Republican Front government. which is suspected 
by its own followers of weakness in failing to change the policy 
of its predecessors in regard to Algeria and, by others, of weakness 
towards Germany because it is "European” in sentiment ; it is a 
government with minority representation in Parliament seeking 
majority Support. At such times signs of healthy freedom from 
foreign influence never come amiss to a politician. The pleasure, 
¢ven the pride, with which Frenchmen have greeted M. Pineau’s 
Speech shows that he gauged their reactions right. His outspoken- 
hess refreshed flagging confidence in the new government. 
In substance, M. Pineau reiterated much that has been tradit- 
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fonal French diplomacy. In stressing disarmament and more aid 
to under-developed countries he said nothing that M. Edgar Faure 
had not already proposed at the Geneva conference last August 
His call for a united western approach to the Moslem world has 
been a French cry ever since the British intervened in Syria in 
1941 and President, Roosevelt assured the Sultan of Morocco of his 
sympathies with colonial peoples struggling for their independence, 
The difference now, apart from M. Pineau’s directness of speech, 
is in the personal sense of urgency he seems to bring to the policy 
of economic rather than military containment and the national 
sense of urgency which is spreading through the country as the 
Algerian crisis deepens. 

M. Pineau made his speech on the eve of leaving for Karachi 
to attend the Seato conference. There he made a sincere effort 
to turn Seato to more economic purposes. On his way back he 
stopped in New Delhi to confer with Mr Nehru. Since India was 
the missing fairy godmother at the christening of Seato, M. Pineau 
would be consistent in persuading him that France at least will 
make every effort to transform western treaty organisations from 
providers of guns to givers-of butter. To suspect infidelity in 
such visits would be to show just the kind of distrust that wrecks 
marriages. Nor would it be entirely fair to accuse the French 
government of sustaining Socialist good intentions with claims on 
America’s bank balance. The government proposes to invest in 
Algeria significantly more each year than at present. There is 
every sign that it is sincere in its hope that Point Four aid will 
renew western contacts with countries that are slipping away. 

One point of application of M. Pineau’s Point Four policy could 
certainly be the Middle East. The French consider that a new 
approach is necessary to the Arab states. They dislike the 
Baghdad Pact, because they were not consulted about it and 
because they see it as a menace to their special relationship with 
Syria ; they think the pact has failed and that its failure proves 
that the western powers cannot afford separate, let alone competi- 
tive, policies in the Middle East. They still darkly suspect Anglo- 
American intentions in North Africa. M. Pineau revealed that 
Morocco has "received certain offers in case it wished to leave 
the franc monetary area”; the French have long had trouble 
with American business groups in Morocco. They blame Britain 
fer not doing more to stop arms shipments out of Libya to the 
Algerian rebels, and for unfriendly broadcasts in Arabic by Radio 
Cyprus. Something more than speeches by Sir Gladwyn Jebb or 
messages from the State Department will be needed to comvince 
the French that they are backed by their allies—and that, most 
important, the Moslems know it. 

Unfortanately, in trying to satisfy the French in this respect 
their allies will be on uncertain ground. French national feeling 
is rising again as the Algerian storm gathers and no one can 
gauge what its future demands will be. The count against 
M. Pineau is that he appealed to this emotional element, not 
(apart from an ill-considered aside on Germany) that he made 
the proposals he did. These need agonise no one. He merely 
stated aloud what many thinking Frenchmen—and observers 
outside France—have been saying in private about western poticy 
in general. But the way in which he said them was an incitement 
to the new kind of bitter, defensive French nationalism which 
first matured during the European army crisis. It is Surely not 
healthy that Le Monde should congratalate M. Pineau because 
his speech "has had the effect of bringing our country back into 
the concert of great powers from which London and Washington 
have too easily excluded it”. 

M. Pineau is not the only member of the government to appeal 
to nationalist sentiment. M. Lacoste, the Minister Resident in 
Algeria, took time off in Parliament to blame France’s allies for 
their North African "infrigues”, and this drew applause. ‘True, 
it is typical not only of essential Socialist reasonableness but also 
of a newly self-critical temper in France over the last eighteen 
months, that he made it plain that these are secoridary factors, 
and that the reot fault is in Freneh policy. True, the Atlantic 
allianee is aecepted today in French politics more completely than 
would -have seemed. possible six years ago when many a 
Frenchman heid in his breast a neutralist struggling for release. 

But the basic appeal of such statements to emotion rather than 
reason remains. In a crisis of conscience such as the French are 
entering over Algeria it is impossible to know how long emotions 
can be kept in eheck or where they will lead. It is necessary not 
only that France's allies should listen, and be seen to listen, to 
the requests of its moderate representatives but also that French 
ministers should not give way to the temptation of evoking 
passions which they may be powerless to control. 
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Babel in Singapore 


FROM A CORRESPONDENT IN SINGAPORE 


-INGAPORE has two rival systems of education, one English 

and the other Chinese. The problems to which this gives rise 

are discussed in the report of an all-party committee of invest- 

igation which was appointed by the Legislative Assembly in May 
last year after some riots in the Chinese schools. 

There are too many people in Singapore. This fact, out of 
which the present educational troubles have sprung, was first 
recognised in 1947 when the period of post-war reconstruction 
had more or less ended. Not only had the death-rate fallen, 
but there was a steep rise in the »irth-rate as well. One of the 
foremost problems caused by this increase in population was 
the provision of extra schools and teachers ; 35,000 to 40,000 new 
school places would be needed each year—no easy task for a 
Population which at that time was just under a million, half of 
it under 21. : 

The need for new schools was clear. But should they be 
predominantly English or Chinese? The.pupils and staff would 
be mostly Chinese in any case, but which language should be 
the medium of instruction? A further choice lay between the 
government or aided school and the school founded and con- 
trolled by individual or corporate benefactors. Whether Singapore 
would be eventually controlled by its English-speaking Chinese 
or by its Chinese-speaking Chinese would depend on its edu- 
cational policy as from 1947; a policy which would produce 
decisive results in 1962. 

It was the Chinese-speaking who reacted most promptly to 
this situation ; in 1947 they provided 53,478 places in 154 Chinese 
vernacular schools. English-langage schools, whether govern- 
ment-aided or private, then numbered only 68 with places for 
only 29,095. That a Chinese-speaking population would pre- 
dominate by 1955 was already certain. But the colonial govern- 
ment was determined not to allow this predominance to become 
overwhelming’ and permanent. It launched the ten-year plan 
of 1947, later reinforced by the five-year plan of 1950. Primary 
education in English was to be provided for all who wanted it. 
The result of this major effort was to raise the number of 
English schools from 68 in 1947 to 148 in 1952. And whereas the 
pupils in Chinese schools were still the more numerous in 1953, 
by the following year the 204 English schools, with 84,062 pupils, 
had a larger population than the 277 Chinese schools with their 
attendance of 81,605. The balance had tipped against vernacular 
education and the effect of colonial government, had it continued, 
would have been to create a still heavier preponderance, tending 
perhaps towards the virtual extinction of Chinese education. 

The objection to the Chinese schools was that they offered 
no mean between the Communist and the classical, between the 
subversive and the merely futile. At the secondary level, 
moreover, the pupils are too burdened with classic learning to 
have absorbed much knowledge of a more obviously useful kind. 
These pupils, if not Communist already, are likely to become 80 
when they join the ranks of the underpaid or unemployed. 
The answer of the colonial official to the problem presented 
by the two rival systems was to absorb the one into the other, 
abolishing what was seen to be useless and thought to be 
dangerous. But this is a policy which an elected government 
(as from 1955) could not possibly pursue. 

The nine authors of the report just published (seven of them 
Chinese) concluded that ”to suppress the language of over 80 per 
cent of the population is not within the realm of practical 
politics”, They also agreed that it is unhealthy to have two 
systems of education. All schools must come within an inte- 
grated scheme based on a policy of equal treatment. All cultures 
should be equally respected, and all teachers should be paid on 
the same scale. Chinese schools should be fully subsidised and 
without the corollary of a control which they might possibly 
resent. Pursuing the ideal of equality, these nine assemblymen 
recommend that, whereas English should be taught in the 
Chinese schools, Mandarin should be taught in the English schoois. 
Primary school pupils should study in two languages, secondary 
school pupils should study three. The four tongues to be 
recognised are English, Mandarin (or Kuo-Yu), Malay and 
Tamit Anticipating a possible criticism, these assemblymen 
remark that the danger of an overcrowded time-table can be 
avoided by teaching other subjects (like arithmetic or geo- 
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graphy) in Malay or Tamil instead of English, thus reducing 
the number of specifically language periods. They forestall 
another objection by pointing out that what is Possible in 
Switzerland need not be deemed impossible in Singapore. 

To appreciate the full significance of this curriculum it is 
essential to realise, in the first place, that most Chinese 
secondary school pupils will have to learn not three languages 
but four. For they mostly speak Hokkien, Cantonese, Hakka 
or some other South China dialect, and not Kuo-Yu. These 
pupils work only from 20 to 25 hours a week (two schools using 
the same building on a shift system). Many of them are in 
part-time paid employment. In drawing comparisons, moreover, 
with the linguistic feats of the Swiss—which Singapore politic- 
ians tend perhaps to overrate—it is at least relevant to remark 
that of the three languages spoken by the educated Swiss, 
Chinese is rarely one, and that the problem of learning Chinese 
is not strictly comparable with the task of a Frenchman who 
tries to master Italian. Moreover, the Chinese to be studied 
is not the romanised script now being adopted in China. In 
the Singapore schools, the ideographic characters are as sacred 
as the classical texts. It is this fact which makes the proposed 
curriculum seem all the more impressive. To the teachers, 
however, unrepresented on the all-party committee, the question 
would seem to be whether the linguistic syllabus can leave time 
for anything else at ail. 

Clearly the report has to be regarded more as a political 
manifesto than as an attempt to solve an educational problem. 
The recommendations which must be taken seriously are those 
which promise the Chinese schools financial aid without public 
control. Wise or not, this at least is practicable. The other 
more strictly educational recommendations look like the work 
of politicians in search of a politically acceptable formula; a 
formula to be announced, quoted and defended but not to be 
implemented. To translate it into action would create such 
chaos as could only be resolved by direct orders from Peking. 


A Formosan Third Force? 


HE one thing on which Mao Tse-tung and Chiang Kai-shek 

agree is that the people of Formosa should not be encouraged 
to ask for self-determination. The seyen million Formosans can 
make out a claim to be distinguished from the mainland Chinese 
as good as that of, say, the people of Ceylon in relation to India, 
and have never taken a mainland government to their hearts. 
There is good reason to believe that, given a free choice, they 
would opt for independence; their island is more prosperous 
than the Chinese provinces across the strait; it is more viable 
than many a small Asian state. In 1947 they rose against the 
newly imstalled Nationalist garrison, and although the rising was 
brutally suppressed the hope of independence was not completely 
extinguished. 

The sizeable community of Formosans in Japan has issued 

a declaration of independence and inaugurated a govern- 
ment in exile, which draws its “legitimacy” from. a Formosan 
congress heild in Tokyo last year by the «Democratic Indep~ 
endence Party” headed by the exiled Dr Liao Tsu-yi. . The 
embarrassed Japanese government explained that it had no 
power to forbid these activities, although it did prevent the 
Formosan youth corps from staging a march through Tokyo. 
Japan’s embarrassment is natural, for both Nationalist and 
Communist Chinese reactions have been sharp. The mainland 
press has unanimously denounced Dr Liao as a traitor and his 
movement as an American plot, and meetings have been held 
in Peking and Shanghai to warn all Fommosans in China against 
him. 
If the Peking government takes the new developments 50 
seriously, it seems strange that they have attracted little atten- 
tion from the various proponents of Formosan separatism, 
including the British Labour Party. When the Labour delegation 
headed by Mr Attlee visited China in 1953, it took up with Chou 
En-lai the idea that Formosa might decide its own future, 
perhaps after a period of international trusteeship. Peking’s 
response was to describe any such idea as “putrid”. At the 
time, there certainly seemed to be no visible foundation on 
which an independent Formosan polity might be built, for the 
Nationalists had silenced all local opposition in the island. Do 
these events in Tokyo alter the prospect ? 
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ta Bettias Compa 
‘MELAWARE’, made 
from MELMEX, has 
drastically reduced 

' wastage, appreciably 
eeded up service 
in Butlins vast 
dining halls. 


At Littlewoods Stores! 

Sereetly Melamine Ware, made from 
MELMEX, has reduced wastage by 
over 50%, in their cafeteria, report these 
Samous Stores. 
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Cups, saucers and plates made from MELMEX are the new answer to hygicac and 
wastage problems. They will not easily chip or crack, invariably cut wastage by at least 50% 
and speed up service. Already imstalled in famous catering establishments, in hospitals, 
schools and industrial canteens, MELMEX Melamine Ware, is specially designed for 
large-scale catering. It is available in a number of attractive styles and colours and is 
obtainable only from leading moulders, whose proprietary brands are moulded to specified 
standards of design and quality. Write for full particulars. 


will not easily chip or crack 
lighter to handle—speeds up service 
quieter—reduces kitchen clatter 
pleasing to look at and to use 


; Melmex Melamine Ware 


B-1-P CHEMICALS LIMITED Oldbury - Birmingham - Telephone: Broadwell 2061 
London Office: 1, Argyll Street, London, W.1. Telephone: Gerrard 7971 
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Pruning Nationalised Investment 


HE cut of £50 million in éapital investment by the 

nationalised industries announced by Mr Macmillan 
last month does not mean that these industries will spend 
jess on fixed investment this year than last: as a group, 
they intend to spend more, The reduction is in their 
intentions. The detailed figures the Chancellor gave (some 
of which were wrong) concerned cuts in the plans that the 
nationalised industries had already made for investment in 
1956. In the nationalised fuel.and power industries, they 
do amount, in total, to an actual reduction of about 
£20 million in capital requirements between 1955 and 1956 
(though fixed investment in coliteries will in fact be greater 
this year). But the cut in the Transport Commission’s 
investment plans for this year will still allow it to spend 
much more than in 1955—probably sufficiently more to 
‘outweigh the real reduction jn investment by the. other 
nationalised industries. — 

This extra demand on investment resources by thé 
nationalised {Industries fh ‘1956, however, seems likely to be 
comparatively smali—as it was, indeed, In 1955, No detailed 
estimates of actuat fnvestittent last year have yet been 
published, but it seems most unlikely that fixed invest- 
ment by nationalised coal, electricity, gas and transport 
rose by more than about £40 to £50 million, or by about as 
much as it had risen in 1954. 

The big increase-last year, it is quite clear, came in invest- 
ment by manufacturing industry. But the sheer weight 
of the nationalised industries in fixed capital formation 
as a whole—in 1954 fixed investment by public corporations 
amounted to about £537 million out of a national total of 
£2,452 million—poses obvious questions, particularly when a 
healthy and needed rise in industrial investment generally 
is putting a greater load on the economy than it can bear. 
Has the share these industries have had since the war of 
such fixed investment as Britain has been prepared to 
afford been excessive ? Cannot. steps be taken to put these 
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nationalised industries, whose claims on investment resources 
are at present entirely independent of the normal checks 
of the market, on a more equal footing with private business 
in raising fresh capital ? 


It is almost impossible to answer the first question— 
whether investment by the nationalised industries is ex- 
cessive—except arbitrarily. Who would care to guess at a 
“right” level of fixed investment in»State-owned industries— 
not in, the abstract, but in the particular industries that 
the State owns in Britain ? These industries comprise coal 
mining—an extractive industry in which investment appears 
to have been allowed to run down im the 20 years or so 
preceding nationalisation—and three publit utilities—all by 
nature far more heavily capitalised than almost any manu- 
facturing industry (as the chart. shows). In 1954 they 
appear to have ‘taken about 18 per cent of gross fixed 
investment in Britain, while all manufacturing industry 
took only about 20 per cent ; they employed less than 10 per 
eent of the working population and contributed less than 
10 per cent of the national product. Yet one estimate of 
capital formation suggests that, whereas as long ago as 1938 
these industries accounted for about 14 per cent of the 
fixed capital stock in the country, in 1952, even after years 
of heavy postwar investment, that percentage was no higher. 
Most other-~industrial countries, as well as Britain, have 
invested heavily in electricity since the war, and most outside 
observers would probably consider, on physical evidence 
alone, that in coal and on the railways investment has been 
too little, not too much. Without ordinary tests of the 
market, any answer to the question whether this investment 
has been excessive remains a matter of opinion 


Those who have to form the opinion and aét tpon it are 
in the Ministries responsible for the nationalised industries 
and in the Treasury. The Ministers are required to approve 
the general investment policies of their nationalised in- 
dustries, and they make an elaborate scrutiny of each 
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industry’s budget:' Having considered the industry’s pro- 
posals—-annually, but looking in each case three to five 
years ahead—and agreed a figure, the Ministries pass this 
on to the Treasury. This in its turn considers the proposals 
in the light of other likely resources. It may, as it did last 
autumn and again at the end of the year, suggest restraint, 
in fairly general terms; and the industries themsaives 
suggest where cuts of the rough order indicated can in fact 
be made. , 


Few would pretend that this annual exercise compares In 
efficiency with the impersonal criteria of the market: try 
as he will, @ civil servant cannot quite act like a,rate of 
interest. Scrutiny of projects by the*Ministries must largely 
take on trust the assurances, backed by technical expertise, 
of the industries themselves. Such glimpses as one gets 
of this aré’ not unmixedly encouraging. For example, the 
Transport Commission last week mentioned that the fitting 
of vacuum braking to its freight rolling stock would cost 
not £75 million as it had originally estimated, but £50 to 
£60 million more. 


So far, the Treasury has had to find or guarantee just 
over a half the money these nationalised industries have 
invested: up to the end of 1953, it had guaranteed about 
£980 million out of the £1,800 million odd that coal, 
electricity, gas and nationalised transport had spent. As a 
group, these industries have financed something over 45 per 
eent of their gross investment from internal savings. Once 
again, it is a matter of opinion how far these industries 
ought to finance their expansion out of revenue. But their 
provision for replacement—by . depreciation at historical 
costs, only latterly supplemented by small extra contributions 
to replacement reserves—has clearly been inadequate over 
the period since nationalisation. 


The rest of thelr investment has been financed by 
borrowing with a Treasury guarantee from ‘the capital 
market or from the banks—except for the National Coal 
Board, which borrows the: money it requires on tap from 
the Treasury, later funding the short-term loans. The 
electricity, gas, and tra rt industries have to date raised 
about £1,200 million in asury-guaranteed issues; their 
overdrafts for working fapital also carry a Treasury 
guarantee. Their ability jto raise capital in the market 
thus depends on the guarantee, not upon their ability to 
break even after paying interest or in any sense upon the 
profitability of the projects they will spend the money on. 
They ‘have privileged access to the market in. comparison 
with the private industrialist attempting to raise fresh 


Business Notes 


Renewed Fall in Gilt-Edged 


technical rally in markets was widely expected this week, 

and events seemed to be helping, for the preliminary trade 
figures issued on Monday showed a marked shrinkage in the 
adverse visible balance, sterling was developing renewed 
steadiness and the Wall Street market has reached a new peak. 
Yet the rally that started on Monday was hardly more than a 
pause. The market remained narrow, and markings on Monday 
at 8,295 were the lowest for any Monday for over two years. By 
Tuesday afternoon also gilt-edged stocks had developed a new 
and fairly sharp decline. 

It has been a disappointing affair; from the low point of 
169.7 on Thursday of last week the Financial Times industrial 
index had reached 172.6 on Tuesday. That does not mark a 
general advance so much as the recovery of.a few specialities 
such as the oil stocks that had been heavily depfessed by the 
Middle-Eastern news of the previous week, and the shares that 
appeal particularly to American investors who afe still in the 
buying mood. The rise of 12s 6d to £8 17s 6d in Borax deferred 
for example reflected the issue of a circular by a-firm. of New 
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capital ; and, incidentally, they raise their new capital much 
more cheaply than could any private borrower. 

It is not surprising that the Herbert Committee, after 
studying the nationalised electricity industry, should have 
suggested that these industries ought to go to the capital 
market without the gilt-edged guarantee. The idea of 
putting these industries on equal terms with private indus- 
tries anxious to raise capital is attractive. But is it 
practicable? The electricity industry might certainly be 
able to raise capital competitively on its own business 
prospects; possibly gas might, too. But given the price 
policy that the National Coal Board follows under Govern- 
ment influence, there would seem no likelihood that it could 
raise capital on the market (in spite of its’ large degree of 
monopoly and the excess of demand for its products). And 
one has only te look at the affairs of the Transport*Com- 
mission—quite apart from its own. difficulties in price 
policy—to conclude that it could hardly raise from the 
private. investor the fresh capital required to modernise its 
rickety railway system. Moreover, it is difficult to suppose 
that the Government could ever allow these publicly- 
owned industries to default. Even if not given formally, 
the guarantee would remain implicit. 


The price policies followed by these industries since 
nationalisation offer the real ground for suspecting that 
some of them may well have gained too big a share of the 
nation’s fixed investment since the war. The railways, 
traditionally, have been shackled in comme competition 
by the need for changes in their fares and freight charges 
to be approved by an independent tribunal. Some extra 
freedom in pricing policy—though it is still not clear in 
Practice how mueh—was accorded them in the Transport 
Act of 1953; but their remaining obligations in this respect 
may: well make the rate of return upon their huge invest- 
ment programme even more dubious than it looks. By 
"gentleman’s agreement”, directly contrary to the spirit if 
not the letter of the original nationalisation act, the price 
of coal has been held artificially low since the war, and 
hence the basic prices of gas and electricity as well. 
Demand for fuel, at these low prices, may have been over- 
stimulated. Sa, in its turn, may the huge capital invest- 
ment, for example in power stations, to meet that demand. 

More economic pricing policies in these nationalised 
industries, and sounder depreciation policies, would have 
both applied the full test of price to the demand for the 
industries’ products and supplied larger internal resources 
from which to provide for investment. On all these, and ° 
other, counts such policies are still much to be desired. 


York brokers and the completion of an American buying oder 
for 5,000 units on the London market. The rise of 3s 3d to to 
176s 3d in Hudson’s Bay was also of American inspiration. The 
Government broker is apparently willing to sell the new 
Exchequer 5 per cent stock at 1/32 premium, but there have 
been a few other sellers at a shade below that figure and the 
market is in no mood to absorb much stock. Indeed, a moderate 
volume of selling of gilt-edged stocks produced a marked decline 
in prices on Tuesday afternoon and the government securities 
index that had been dragging downwards every day for moré 
than a week teok a sudden dip from 86.20 on Monday to 85.43 
on Tuesday. 

News from the foreign exchange front is the most encouraging 
feature at the moment. Sterling has taken a slight turn for the 
better once again. The rate on New York began to firm. up on 
Monday and the movement gathered momentum on Tuesday 
after publication of the trade figures for February. New York 
has come in as a commercial buyer of sterling and the rate has 
improved from $2.80*%/1s to over $2.80'/2. The firmness of the 
official. rate has affected the rate for transferable sterling which 
has improved to over $2.77'/:. Sterling has also strengthened in 
terms of continental currencies, and notably of French francs, 
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which have been particularly weak in the face of developments 
in North Africa. The weakness of the French currency has also 
been reflected in the increased hoarding demand for gold at 
rising prices in the Paris market. In the forward exchange 
markets sterling remains quoted at the exact parities indicated 
by the relative level of short term money rates. The discount on 
three months sterling against dollars is equivalent to a rate 
of about 2% per cent per annum, which is just about the margin 
between the current three months bill rate of 5 °/1s per cent in 
London and the comparable New York rate of 2°/1¢ per cent. 


Clesing the Loopholes 


WO loopholes in the machinery of the Capital Issues 
Committee have now been closed by the Chancellor of the 
Exchequer. They concern the capital issue of less than £50,000 
nominal and the device of raising money by selling a freehold 
and becoming the tenant of a finance institution, for example, 
an insurance company. Mr Macmillan expressed the view that 
the landlord-tenant type of transaction "weakened the effect- 
iveness of the present restrictions on credit for capital expend- 
iture... It would certainly be helpful if in present circumstances 
institutions would examine with special care any facilities 
which appear to be connected with such deals”. Insurance 
companies are not the only institutions which might agree to 
supply an independent borrower with cash in return for his 
freehold, but there is no doubt that they will pay the closest 
attention to the Chancellor’s request which they welcome. It 
seems possible that some dealing in blocks of property may be 
made more difficult. Whether Mr Macmillan is closing an 
important chink in his armour is more doubtful. The number 
of industrial companies that have raised large sums by this type 
of transaction is limited and insurance companies have for some 
time been examining such proposals with great care. 

The Chancellor’s other decision is more drastic, more 
distasteful, and more cumbersome. He is amending the Control 
of Borrowing Ofder to lower the exemption limit from £50,000 
to £10,000. The small free scrip issue absorbing just under 
£50,000 will now have to go to the Committee and the smail 
hire purchase finance company will have to run the gauntlet 
of the Committee if its capital exceeds £10,000. The acceptance 
of unsecured deposits from the public by such companies is 
not apparently affected by the new order. 


Bill Rate Holds Firm 


A’ last week’s Treasury bill tender, contrary to the first 

expectations, the discount market made no change in its 
application price for the bills. As in the previous two weeks, 
it tendered on the basis of a discount rate of 57/32 per cent. 
Immediately after the increase in the Bank rate the market 
was determined to do everything in its power to recoup the 
further losses that the rise in rates has thrust upon ‘it; hence 
at the first tender it raised the discount rate very sharply, 
by almost 1°/:¢ per cent to 5/2; per cent. At the same time 
the discount houses resolved among themselves to try to avoid 
re-selling bills at any rate over 5 per cent. They were aiming, 
in short, at an abnormally wide margin not only between their 
buying and selling rates but also between the return obtained 
from newly-purchased bills and the cost of financing them on 
short money. This first target, as the market fully expected, 
proved to be over-ambitious, since Treasury bills have now 
become highly attractive to "outside” applicants, so that at the 
second tender the market found it expedient to increase its bid 
price by 4d, per cent, equivalent to a fall in the discount rate 
by 1/16 to 57/32*per cent. The maintenance of even that rate 
involved the market in the sacrifice of a substantial volume of 
bills, since total applications rose steeply to over £400 million 
and the allotted proportion of the market’s tender dropped 

- from around 50 per cent to 36 per cent. 

It therefore seemed likely that the pressures of competition 
would enforce either a further reduction in the tender rate or 
an increase in the market's re-selling rates. A fortnight ago it 
seemed virtually certain that the first major adjustment would 
take the form of a decline in the tender rate, because of the 
market’s fear of a further encroachment of outside demand. 
In the event these expectations were falsified by the effect of 
the news from the Middle East and the consequent pressure 


623 
upon sterling, which gave the discount houses both the justifi- 
cation for holding their rate and the chance of doing so without 
further sacrifice of turnover. This does not mean that the rate 
can now be regarded as having settled down firmly at its present 
level of 57/32 per cent, but it is noteworthy that recurrent 
pressure in the short loan market is making it more and more 
difficult for the discount hcuses to hold their. re-selling rate at 
5 per cent. On a number of occasions recently business has 
been done at '/32 or '/i¢ per cent. above that figure. The margin 
is therefore narrowing, but it is still wide enough to give the 
market reasonable scope for making good the still bigger running 
losses that it must now sustain on its bond portfolio. In these 
circumstances it is hardly surprising that the discount houses 
applied for only a small amount of the new Exchequer stock— 
even so, they may have taken a larger amount than did the 
clearing banks. Total applications from non official sources are 
being generally guessed in the market at about £50 million, but 
in some circles it is suggested that this may be an under- 
estimate, 


Trade Deficit Drops 


HERE was a change for the better in British overseas trade 

last month. Imports fell much more than exports, and the 
trade deficit was nearly one-third smaller than in January. The 
provisional trade returns show that imports fell by £37.2 million 
to £309.1 million cif. This is not necessarily evidence of the credit 
squeeze at work; February had one working day less than 
January, and is also the month in which the closure of certain 
Canadian and North European ports by ice exerts its maximum 
effect on imports. But taking imports in January and February 
together, the average of £327.7 million was only two per cent 
higher than in the same months of last year. Exports fell by 
£11.9 million to £246.1 million fob in February; the daily rate 
was the same as in January and the average value for the 


UNITED KINGDOM TRADE 
£ million-monthly averages 
Imports Exports Re-exports Trade 


et f f. o. b. f. o. b. deficit 

1955 1st quarter 335.1 2473 10.6 111 
2nd ” 299.8 217.0 8.2 746 
ae? 327.1 243.2 9.5 143 

4h ” 334.3 261.0 11.2 62.1 

1956 Jan/Feb 327.7 252.0 13.9 61.9 


two months of £252.0 million was over 4% per cent more 
than in the same period of last year. With re-exports still 
high at £13.5 million, the gross visible trade deficit fell by 
£24.7 million to £49.5 million, the lowest figure for nine months, 

Exports to North America remain good. The total of £29.0 
millign in February was £2.9 million more than in January and 
the average for the two months, at £27. million, was nearly 
24 per cent higher than in the same months of last year. The 
average of shipments to the United States in January and 
February, at £16.8 million, was in fact nearly 30 per cent higher 
than a year ago. Shipments to Canada still lag behind, the two- 
monthly average of £10.8 million being only 15% per cent higher 
than in the same period of 1955. 


BMC Bucks the Trend 


HE British Motor Corporation has denied that the weekend 
leakage of information that it proposed to increase its car 
prices, and the consequent rush of dealers to secure cars at the 
old basic prices, which they will be able to sell ’for the time being” 
with the old rate of purchase tax, was contrived to clear the large 
stocks of cars that had been accumulating at its several works, 
This immediate effect, however, was clearly most convenient for 
the company > these stocks must have become embarrassing both 
physically and financially. Immediately, too, the dealers who have 
these cars to sell cheap ought to be able to get rid of them. The 
revival of private buying before Easter has hardly begun yet, and 
nobody knows how much it will revive, with the stricter hire 
purchase terms. But a significant proportion of all new cars sold 
are bought by businesses ; and those businesses who have decided 
to buy BMC cars this year will presumably find it worth buying 
these while they are to be had cheap. 
Apart from this immediately convenient effect, it is too early to 
guess whether the BMC price increase will turn out to be a wise 
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steoke of business. In terms of cost, it may well be justified : the 
group had not increased its car prices since 1952, and meamwhile 
materials costs had risen by 25 per cent and wages by 15 per cent. 
Vauxhall, Rootes and Standard put their prices up last year; 
Ford did not, but introduced their new medium-weight models 
last month at signifieantly higher prices. If BMC’s vehicles in the 
popular range, essentially the Austin and Morris cars, were com- 
petitive last summer, they have been under-priced since : and the 
fact that BMC’s output last year rose proportionately much more 
than their major competitors suggests that they were fully com- 
petitive then. 

The management of BMC, which last year was by far the 
largest motor vehicle producer in Britain, is entirely aware how 
vital in automotive costs is the level of total sales. Psychologically, 
to put the price up when sales fall may irritate the customer ; 
moreover, the BMC models that sold so well in 1955 are a year 
older, while Standard and Ford have new models to offer. But 
the overriding uncertainty in the motor trade today—how much 
gales on the home market will be down this year—affects all 
producers. Nobody yet knows how bitter competition between the 
major companies will have to become. In this lull before the fray, 
BMC evidcutly thinks, there is no sense in letting profit margins 
be shaved (oo close. 


British Cars at the Swiss Salon 


HE Swiss market for motor cars is not large: only 58,000 

cars of all makes (none of them Swiss) were sold there last 
year. But the importance of the Automobile Salon, which ends at 
Geneva this weekend, is far greater than the Swiss sales might 
suggest. Switzerland offers one of the few really competitive 
markets, free from exchange and import controls and discrim- 
inatory tariffs, in which new British, American and Continentl 
cars are dispassionately dissected with the scalpels of style, 
quality, price and after sales service. 

With a few welcome exceptions, the makers of British cars 
represented at Geneva this year show little sign that they have 
grasped these considerations. The Rootes Group’s new Sunbeam 
Rapier, reduced to 11,990 Swiss francs, appeared at least to be 
pacing its attractive competitor, the new Alfa Romeo Giullietta, 
at 11,800 Swiss francs. A complete line of English Fords, 
energetically marketed in Switzerland, were as usual strategically 
deployed with the company’s American models in a separate 
gallery. British sports cars, although under heavy pressure from 
Mercedes and the other German and Italian makes, were well 
represented, with the new MGA, excellently displayed, appar- 
ently claiming more of the honours than the Jaguar 2.4 Litre 
or the Triumph TR 3. 

But these creditable performances are not enough. For with 
the exception of Ford, every one of the "Big Six” British car 
manufacturers has lost ground consistently in Switzerland:during 
the past three years—and there was little in the other British 
stands at Geneva, either in the form of new models or. price 
cuts, to boost the sagging morale of the Swiss distributors. The 
best, who are also the most fickle, of the Swiss distributors, 
will abandon a line as soon as it fails to sell well. The largest 
and most aggressive of the Swiss agents jilted their British 


suppliers for Volkswagen, on whose behalf they arranged 
ene of the most impressive displays in the Salon—a full line 
of Volkswagens (including the golden millionth vehicle). 


e 


Among the Continental makes on view there were a few of 
particular interest. The new Renault Dauphine, the most 
publicised car at the Salon, and the company's white hope as 
a competitor to the Volkswagen, costs 6,650 Swiss francs, com- 
pared with the Volkswagen's 6,425 Swiss francs. Far superior to 
the Volkswagen in style and comfort, the Dauphine has yet to 
prove that it can match the accepted reliability and excellent 
service organisation of the Volkswagen. Across the aisle, 
Citroen attracted much attention with its new DS-19. Retaining 
its orthodox engine and unorthodox front wheel drive, this model, 
of forward-looking design with an exceptionally smooth-riding 
hydraulic suspension, is priced at 13,400 Swiss francs. In the 
other sections of the Salon, an Italian bus shaped like a fish, with 
a Fiat gas turbine engine, a transparent domed roof, and a 


television set mounted in the front, gave a glimpse of what bus 
travel may be like in the future. 
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Inquiry Into Coal Prices 


[STRIBUTIVE margins in the coal trade have been 

controlled by Government departments since 1939, and 
time and again defended by them as entirely justified by 
the costs of the coal trade as at present organised. If the com- 
mittee set up this week to study these margins and costs is not 
to be allowed, as appears, "to concern itself with organisation, 
methods, or quality”, its inquiry is in effect confined to 
examining whether the officials who still control those margins 
have been doing their job properly. 

The decision to set up a committee, however, will probably 
be popular: the fact that much domestic coal doubles in price 
between the pithead and the coal cellar is a favourite illustration 
of enthusiasts who believe great economies might be achieved 
in the distributive field. The scope of the inquiry, also, might 
enable some close questioning of the Transport Commission 
and the Area Gas Boatds about the way in which the one 
determines the costs of fuel transport and the others allocate 
the joint costs of making gas and coke. 

The next step will presumably be to decide to decontrol 
solid fuels. The Coal Board’s desire to end the rationing of 
domestic coal at the end of the coal winter, perhaps in May, 
has been known for some time, though no date has been 
generally suggested for ending the Ministry’s control of retail 
prices. The desire to end rationing, indeed, has been one of the 
elements in the Whitehall ergument about how much coal 
should be imported this year. The Board wanted to bring in 
some 7-8 million tons; the Treasury has since the beginning of 
the year been anxious to cut imports. The Minister of Fuel and 
Power’s announcement last week that he hopes to hold this 
year’s coal imports down to about 6 million tons presumably 
means that the high level of coal stocks, nearly 4 million tons 
more than at this time last year, plus growing signs of dis- 
inflation, have given the Treasury its way. 

The ending of price control may raise ticklish issues. The 
Ministry controls retail prices of coal and coke (sold in quantities 
of 5 tons or less) under powers given it originally by Defence 
Regulation in 1939. Its legal powers to control the general level 
of prices charged by the Coal Board itself are much more 
dubious, though it has always in fact controlled -these prices by 
"gentleman’s agreement”. It remains to be seen whether the 
Ministry, or indeed the Government as a whole, would be 


prepared to relax this ultimate control and let the Coal Industry 
Nationalisation Act of 1946 really work. 


Labour Remains Scarce 


T the beginning of February there were 368,146 unfilled 
vacancies for workers registered with labour exchanges in 
Britain, and only 276,000 people were out of work. This was 
more than 100,000 fewer vacant jobs than at the end of July, 
and about 60,000 more people unemployed. But the shortage of 
workers was still much greater than a year before: the only 
region in which the number of outstanding vacancies was higher 
than in February 1955 was the Midlands, and there the number 
of vacancies available was stil] nearer four than three times the 
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Announcing an important new 


aimler Hire 


SERVICE 













A ‘DRIVE-YOURSELF’ CAR | 
TO MEET YOU 
SHERRY in Britain, Eire & W Europe 


This new Daimler Hire service means that you can BOOK IN LONDON 
for a ‘ Drive- Yourself’ car to meet you almost anywhere in the 
world. No less than 97 cities and towns in Great Britain, Eire and- 
W. Europe and over 800 centres throughout the world are 

covered by this major development in car-hire. 


WIDE SELECTION OF MODERN CARS—LARGE AND SMALL 
A gracious welcome to your guests RING 


ee Aus | SLOane 3456 


ae AND ASK POR THE ‘AVIS RENT-A-CAR SYSTEM 
or write to 
68S BROMPTON RD.LONDON,SW.3 


Stepping Stone 


TO TANGIER & 
SOUTHERN SPAIN 


20/- bottle - 10/6 half-bottle 





INVENTOR SCIENTIST INDUSTRIALIST 














a 
Today, the si Acheson’s work is perpetua' 
organization elnie bears his name. Acheson units i 


Acheson Colloids Limited 


Units of ACHESON INDUSTRIES INC.: a ‘ a ae 
Holland: Sa et ia y Hwroa, as U-S.4.: Acheson Dispersed 
Pigments Company, Fo: Groupe, Thos exes and Delaware, Ohio; Gredag lac., ” 


Write for brochure to Dept. E, Tourist Surea 
Gibraltar, or from any Travel Agent. 





z= 
re es 3 eos THE ECONOMIST, MARCH 17, 195¢ 
as 
Ss 
a 
as 

cs 

£ 
= 
nee 

? 2 

BS 3 

> ¥ 

















One way or another, the companies in the 

- | = Darlington Group supply indispensable goods and 
a services to British Industry. Each is an indepen- 
dent company, expert in its own field, but when 

you buy the services of one, the materials and 

— know-how of the othérs are automatically at your 
Es disposal. All over Great Britain you will find the 
| Darlington Compani¢s quietly at work, helping 
this country’s industry to ever greater efficiency. 


=e fee 


THE CHEMICAL & INSULATING CO. LTD. 
Manufacturers of Magnesia for insulation and chemical 
oe purposes, heat resisting compositions, cements and 
hy * high temperature materials. Darlington, England. 
: i Tel. Darlington 3547. 


THE DARLINGTON INSULATION CO. LTD. 
ws Heat, cold and sound insulation engineers and 
contractors. 38 Great North Road, Newcastle upon 
Tyne. Tel. Newcastle 23666. . 


" 
emai 


posi . S. T. TAYLOR & SONS LIMITED 

af) Sheet metal and plate workers and marine sound 
: insulation engineers. Kingsway, Team Valley 
ie Trading Estate, Gateshead. Tel. Low Fell 75076/7. 


us IPSCOL LIMITED 

Manufacturers of automatic controllers for com- 
ac bustion and industrial process control. Hythe, 
Southampton, Tel. Hythe 2231. 


me ; 7 : THE BRITISH REFRASIL COMPANY LIMITED 
= s Manufacturers of Refrasil lightweight extra-high 

i “f temperature heat insulating material. Stilling- 

ton, County Durham. Tel. Stillington 351. 
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number of people looking for jobs. When allowance is made 
for seasonal fluctuations in employment—as is roughly done in 
the chart—the “scissors” of labour shortage show no signs of 
closing yet. 

This comparison of vacancies with the total number of people 
unemployed is the best available index of the real state of the 
labour market—not a perfect one, particularly at times of brim- 
full employment. Last summer, the number of vacancies on offer 
probably under-estimated the demand for labour, since employers 
simply did not bother to register jobs they had no hope of 
filling. Since then, the growth in the number of unemployed 
may not quite equal the number of people who are leaving jobs. 
Part-time evening shifts, mainly of married women, are among 
the first elements of overtime of which an employer will rid 
himself, and many of these women will not register as 
unemployed ; similarly, old men and women who have been 
deferring their retirement may leave jobs. without affecting the 
unemployment figures. The numbers of these people could, as 
disinflation continues, become quite significant in affecting 
industrial activity without affecting the employment figures. 
This is because married women and old men have constituted 
a very large part of the much more than “natural” growth in 
civil employment during the last three years. 

This trimming of the fringe of labour, along with the tendency 
on the part of employers and unions to prefer short-time working 
to dismissals, means that unemployment in the industries most 
affected by the credit squeeze is likely to grow more slowly, 
particularly at first, than output declines. Disinflation has 
caught these industries at a time when most of them are 
seasonally slack. Until they gain some inkling of the extent to 
which it will inhibit the normal spring revival in sales, their 
managements are unwilling to let go much of the labour force 
that they have spent the last two-and-a-half years scouring and 
scraping to secure. 


Talking about Wheat 


EGOTIATIONS. to renew the International Wheat Agreement 

expiring on July 3ist are protracted. Exporting and import- 
ing countries represented at Geneva seem anxious to succeed, but 
few would yet rate the chances of success high. Although Britain’s 
refusal to participate has dashed all hopes of concluding a 
broader agreement, most countries believe that it is still worth 
contihuing the agreement, if only to preserve the machinery for 
international collaboration and examination of members’ policies. 
And importing governments who doubt that shortages have been 
forever banished are naturally in favour of the protection of the 
maximum price. The absence of Britain has made it much harder 
to ensure that the guaranteed quantities will cover a reasonably 
large share of world trade. The exporters, who now include 
Argentina (the major exporter not in the present agreement) 
and Sweden, were disappointed at the size of the quantities first 
proposed by the importers, as the importers were disappointed in 
turn by the exporters’ proposal that the present maximum and 
minimum prices should remain. But these are the normal 
opening bargaining moves. If preliminary agreement can be 
reached this week on quantities the bargaining will shift to 
prices. 

* 


So far there has been little discussion of the British proposal 
that nations should try to regulate the disposal of surpluses and 
rationalise wheat production; it was not until late this week that 
the British delegates were due to return to Geneva to reveal the 
details of what they had in mind. The exporters are keen that 
Britain’s ideas should be explored, for they are naturally in 
favour of action which would reduce the production of high-cost 
wheat in importing countries. While governments are not willing 
to accept formal interference with their domestic policies it is 
conceivable that they might subscribe to certain principles, and 
that the Wheat Council might help to put those principles into 
practice—much as the Council of OEEC works in other fields. 
Many countries, however, were inclined to question Britain’s 
motives, and to regard the proposal as a manoeuvre to cover 
refusal to participate in an agreement. Britain would certainly 
have to give a lead by reducing its own wheat production ; even 
then it would not be easy to get other importing countries to 
follow suit. But if the attempt should fail the world wheat trade 
may well remain in the doldrums, agreement or no. 
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New Ventures for Chartered Bank 


HE Chartered Bank of India, Australia and China, the oldest 
of the eastern exchange banks, is to seek a revision of the 
terms of its charter as granted in 1853 and renewed in 1939. To 
facilitate expansion “when opportunities offer” it has petitioned 
the Queen for modification of the provision limiting the bark 
to operations east of the Cape of Good Hope. The traditional 
sphere of influence of the Chartered has been the Far East. ; 
with the closing of its branches in China the bank would like to 
create scope for expansion elsewhere. 

Notwithstanding the loss of business in China, the bank’s 
activities continue to rise markedly. In 1955 its advances rose 
by £17.1 million, to £91.9 million, and its bill portfolio by 
£2.4 million, to £17.1 million. Profits are up by £36,000 to £759,340, 
but the dividend is left unchanged at 15 per cent, following the 
increase for 1954. The chairman, Mr Vincent Grantham, provides 
his customarily pertinent and comprehensive review of economic 
and financial trends in the countries of free Asia. His major 
theme is the need for capital, and especially foreign capital. The 
Chartered, for its part, has established a subsidiary, the C. B. I 
Development Corporation Ltd,. to meet the growing demands for 
medium term (from two to ten years) credit. The paid-up 
capital of the corporation is £500,000. 


Security Prices 


Feb. 28 March 6 March 13 
Price Yield Price Yield Price Yield 
per cent per cent per cent 
Conversion 4°/, 195758. . 91/, 5.04 91%, 5.0 9%, 5.01% 
Savings 3°/, 1955-65 . 85, 4.80 8«68/, 5.08 AY, LOL 
Trearury 3Y/percent 07780 81), 4.84 80°/, 4.93 19), 5.012 
Funding 3°/, 1966-68 . e, 4.94 si, 5.04 8), 5.2L 
Brit, Elec 3), 1908-13. . 177), * 4.90 TH* 5.01 4," 5.16L 
Brit, Gas 4°/, 1969-72... 88%, 5.07 81%, 5.15 86, 5.BL 
Brit, Gas 3*/, 1990-95... TI", 4.61 70%), 4.72 4, 4.822 
Brit. Trans. 3°, 1978-86 , 2 4.0% 870, 485 OY, 4.922 
War Loan 31/, per cent.. ™/, 4.73 34, 4.8 724, 4.91F 
Console 2*/, percent... S5/, 4.53 53/, 4.64 621/,* 4.1447 
Barclays Bank #1. eee 45/6 5.28 42/9 5.61 42/9 5.61 
Union Discount £1. 22. 43/- 5.81 41/3 6.08 41/- 6.09 
Pearl Assurance £1. eee 211), 5.38 204), 5.58 20°), 5.44 
Bass £1. .4eeec008 1136 7.58 113/- 7.61 112/- 1.68 
Distillers 6/8. «ese 219 5.06 20/44), 5.40 20/9 5.30 
A&I #1. ee eer ees 62/- 4.84 50/3 5.08 50/~ 5.08 
Anglo Amer. Cpn. 10/-., 8%, 4.18 8/, 424 8%, 4.28 
Assoc. Port. Cament £1., 91/3 4,38 688/- 454 Of 4.11 
BRAT. scccee G8 699 5.38 469% 6.24 
B.M.C. 5. ec ecece TH), 8.48 T/- 8.93 13 8.62 
Bowater £1 ....se0¢8 8.90 41/- 4.14 3.93 
Brit. Petroleum £1. 2 6 2 101/4*/, 2.78 102/17), 2.94 102/3 2.93 
Courtaulds £1 . eee 37/9 5.30 36/6 5.48 37/- 5.40 
Dunlop 10/-. eee 21/6 6.5 20/14, 6.96  2/1'/, 6.96 
Free State Geduld 5/- 5. 82/10, ase i ee 
Guest Keen £1. . 220 42/9 4.69 4/rp 4.80 42/- 4.76 
G. U.S, 7A’ 5f-. we eee 32/3 9.23 32/9 a pa — 
Hawker Siddeley 1... 34/9 5.04 33/- 5. y 
LGQL Ge... ccc ee «86 4.52 a2Qr), 4.0 a4y- 4.54 
Impl Tobacco Zl «ee 56/- 7.50 53/4), 7.86 51/10"), 8.0 
Lanes. Cotton £1. . oo « 26/- 9.62 25/9 9.71 26/9 9.34 
Marks &SpA5H- 2... C96 3.93 Sol), 4.02 50/6 3.99 
Patons &B £1. «eo ee 29/- 8.62 27/10"), 8.96 21/9 9.06 
P..& 0. Did Zl «sees 31/9 5.04 29/10"), 5.36 30/6 5.25 
Rhokana fl. 2. eee 4i"/, 6.32 434), 6.07 421), 6.18 
Rolls-Royce Hl. wees . 93/- 3.76 89/9 3.90 88/1"/, 3.97 
Sheli Reg’d £1. . 2.220 1349 3.88 135/3 3.86 137/3 3.80 
Stewarts & Lloyds £1. « « 64/- 5.47 62/9 5.58 64/9 5.40 
Tube Investments £1. . « 60/- 4.67 57/- 4.91 58/- 4.8 
Turner & Newall £1.... 98/- 5.10 96/6 5.18 = 98/4"f,_—5.08 
Unilever £1. . 2 « eee 65/- 4.85 6T/- 4.70 Ty3 4.02 
United Steel £1 . . 2.0 6 43/6 5.15 40/10'/, 6.11 42/447, 5.90 
United Sua Betong £1. . 49/- 11.23 [3 11.17 51j- 10.78 
Vickers £1. . . 2s» ee 36/- 4.72 s/- 5.00 34/6 4.93 
Woolworth 5/-. ..... 59/3 4.78 58/1/, 4.88 58/1), 4.88 
Financial Times Indices 
eecseoo 90 5.84 170.7 6.09 172.6 6.08 
Fixed interest eee 96.69 eee 95. 48 ere 95.35 eee 
Gold Mines... 2.4.4 90.6 ees 88.5 87.1 nem 


L Gross redemption yield to latest date F Fiat yield * Ex-dividend 
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More Oil from Abadan 


HE consortium of eight major and nine minor oil companies 

that now produces and refines oil in Iran has refused to put 
a figure to the further increase in output there this year, over 
and above the increase promised under the 1954 agreement, to 
which it has now agreed. But it seems probable that the increase 
will be about two million tons. During the second operating year 
of the agreement, which runs from the end of January this year 
to the end of January 1957, the consortium had agreed to raise 
output to about 23 million tons of crude oil, against about 
15 million tons in the first year. In fact, the level of output 
may rise to about 25 million tons this operating year: but the 
consortium has reminded the Iranian Government—which was 
anxious for a much larger increase in output and hence in its 
oil revenue—that the rise must depend physically on harbour 
and pipeline facilities there and commercially on the state of the 
world market. 


Halifax Building Society 


ERFORMANCE does not always match precept and the 
Halifax Building Society under the pressure of events has 
come some way towards the earthier practices of some of its 
competitors. It has always advocated high standards of liquidity, 
and at the end of the war its liquid assets ratio was well over 
30 per cent; at the end of January the ratio was 15.3 per cent. 
‘It has had some bad luck in reading the portents about interest 
rates and having cut its mortgage rate eighteen months ago, 
ha. to reverse its decision. Now the Halifax is to raise its charge 
to new borrowers to 5'/: per cent, while other societies are 
generally charging 5'/4 per cent. It has very properly advocated 
restraint on growth and emphasised the importance of generous 
reserves ; but this has not prevented its own reserve ratio from 
falling in the last four years from 5.23 per cent. to 4.49 per cent. 
This, however, is a genuine ratio, struck after writing off 
£700,000 against investments, which stard below market value. 
The fact that the society continues to pay only 2% per cent 
net to shareholders looks remarkable at prevailing interest rates, 
but the power of the society to attract savings at modest interest 
is shown by the increase’of £27 million in shareholders’ and 
depositors’ balances in the year ended January. 3lst. The 
increase to 5'/2 per cent in the charge to new. borrowers is easy 
to understand. Indeed it is arguable that the society would have 
had to make an ‘crease even if the last rise in’ Bank rate had 
not occurred. With total] assets of #264.5 million (an increase 
last year of £26.7 million) it is essential to restrain growth in 
order to Strengthen the reserve ratio. The society incidentally 
foresees another increase in costs ; it is likely that the composite 
rate of tax paid by the societies (at present 4s 10d) will rise 
irrespective of what may happen to the standard. rate of income 
tax. 


Chill Wind in the Shops 


HERE is a frosty look about the retail trade returns for 
January: they combine with such information as has yet 
been published about personal consumption in -the last quarter 
of 1955 to suggest that in real terms the rise in retail sales has 
lost most of its momentum. Sales by the big shops in January 
were about 6 per cent higher in value than a year. before, but 
higher prices would account for the greater part of this. Clothing 
sales were probably still showing some real iricrease, with the 
extra trade being done mainly by the . witiple stores; but both 
department stores and independent shops were -recording actual 
falls in the value of sales of hardware, furniture, radio and 
electrical goods. — ae 
Sir Edward Boyle’s estimate that total expenditure on personal 
vonsumption may have risen about £375 million between 1954 
and 1955 suggests an increase of only about 3 per cent in the 
volume of consumption. The few figures of actual expenditure 
in the fourth quarter published last week show that nearly 
£1,000 million was spent on household goods in 1955, about 
£1,200 million on clothing and footwear, and about £875 million 


on tobacco. When account is taken of price changes, these 


figures amount to increases of about 4% per cent in the real 
volume of household goods purchased, and about 4 per cent in 
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purchases of clothing. These retail sales, therefore, were in- 
creasing more than expenditure on consumption as a whole; 
but most of the increase seems to have come early in the year. 

Shareholders in the big department stores have no reason to 
be dissatisfied with the dividend and profit statements that 
are now being issued. Most of these show modestly increased 
profits for the financial year ended January 31st and dividends 
maintained at the previous year’s level. 


Company Dividend Net profit after tax 
per cent Years ended Jan 3i1st 

1955 1956 1955 1956 

£ £ 
Harrods 12% 12% 748,763 979,788 
Gamage (A. W.) 25 27% 128,511 133,211 
Gorringe 12% 12% 53,320 64,996 
Bentalls 25 27.08 174,522 206,164 
Lewis’s Investment 32 1% 40 2,015,137 2,157,967 
Barker (John) 22 22% 323,046 356,649 


The lesson however is that the stores did well last year—not 
that they are necessarily bound for still greater prosperity. 
Earnings were high, hire purchase restrictions were tending 
to throw business from some of the multiples towards the 
department stores, and prices were rising. Current trading 
conditions are a different story. 


£4 Million for Rolls-Royce 


O be a successful borrower in the capital market today a 

company needs to be of the first flight. Rolls-Royce is 
obviously in that class. Its issue of 1,100,000 new £1 ordinary 
shares to be offered to stockholders at 77s 6d in the proportion 
of ohe new share for each £6 of stock held (and to owners of 
workers’ 10s shares in the ratio of one to twelve) has been 
approvéd by the Capital Issues Committee promptly and under- 
written by Lazard Brothers. Underwriting costs, including sub- 
underwriting at 1s per share, amount to 1s 6d per share. The 
company will thus be raising £4,180,000. Part of this will go 
towards the cost of the company’s high altitude and supersonic 
test plant estimated to cost £4 million. The new money will also 
assist in equipping production for two new engines—the Conway 
and the Tyne. Rolls-Royce has at. the moment a bank overdraft 
in the region of £1 million. It will be useful to remove it, but 
that is not the main reason for the issue. The company is one 
of the few still able to go to market for money just because it 
knows that it will be needing it, 


The terms of the issue are a tour de force for the company’s 
financial advisers. Rolls-Royce experienced a slight reduction 
in turnover in 1955 because of the strike at its Scottish factorfes, 
but hopes for a rise in 1956 so substantial that there will have 
been almost a 30 per cent increase in three years. The company 
_has an unfilled order book exceeding £70 million. The dividend 
forecast is that the 17% per cent payment will be maintained 
for 1955 and that the directors hope to maintain it -in future 
years on the enlarged ¢apital. By issuing the new shares at 
77s. 6d. the company is thus raising money at a cost to iti2lf of 
just over 4% per cent. How many borrowers nowadays can 
raise money almost one per cent below Bank rate ? Rolls-Royce 
£1 units opened at 92s. 6d. om. Monday and closed at 88s. 3d. 


after the news of the issue, leaving the rights worth a fraction 
over 1s, 6d. per share. 


SHORTER BUSINESS NOTE 


The big meat fleet of British Road Services—close on 500 
vehicles—was offered for sale again this week as the result of 
inquiries recently received by the Transport Commission and the 
Disposal Board. On the two earlier occasions that it was offered 
unsuccessful bids were made by Mr George Dawson; his second 
offer was turned down by the Minister after the Board had 
disagreed with the Commission’s refusal of the bid. The parcels 
fleet, which contains about 4,000 vehicles and is the other major 
section of road haulage still to be denationalised, is to be retained 
by the Commission for some considerable time. Mr Molson, 
Parliamentary Secretary to the Ministry of Transport, in confirm- 
ing this last week stated that it was the government’s present 
intention to-keep it as one undertaking and not to sell it in 
separate operating companies. 
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BANK OF LONDON AND SOUTH 
AMERICA LIMITED 


TRADE AND ECONOMIC CONDITIONS 
SIR FRANCIS M. G. GLYN’S SURVEY 


The annual general meeting.of the Bank of London & South America 
Lid., will be held on March 27th at 6/8 Tokenhouse Yard, London, E.C. 

The following are extracts from the address by the Chairman, Sir 
Francis M. G. Glyn, K.C.M.G., including a statement on the 94th 
Annual Report of the Directors and Statement of Accounts for the year 
ended December 31, 1955, which will be submitted at the Meeting :— 

It is particularly encouraging to see an increase of £5,414,000 in the 
Balance Sheet totals, which have risen to £140,220,000 at Dec. 31, 1955, 
compared with £134,806,000 the previous year. This increase reflects the 
greater volume of business handled by most of our Branches. 

Current, Deposit and Other Accounts have risen by £13,377,000 to 
£98,247,000, and even though a part of this increase may prove to be 
temporary, the tendency in most countries where the Bank is estab- 
lished is for deposits to rise. 

Deposits on the books of our Branches in Argentina are now for the 
equivalent of £21,323,000; in terms of Argentine currency, they have 
risen during the year to 2,135 million pesos compared with 1,803 million 
pesos at 3ist December, 1954. 


PROFIT AND LOSS ACCOUNT 


After making the necessary appropriations, the profit for the year 
amounts to £391,694, which is £1,987 less than in 1954. Naturally, the less 
favourable exchange rates, particularly in Argentina, have adversely 
affected our earnings in terms of sterling, while the benefits derived 
from the expansiqn of business are to some extent neutralised by con- 
tinually rising overheads. Nevertheless, reduced profits from certain 
countries are largely offset by increased earnings in others; moreover 
the free exchange market in Argentina has enabled us to obtain a remit- 
tance in full of -the profits earned there in 1955. 

In my Address last year, I mentioned that the remittance position in 
general had improved slightly, and I am glad to say that' this improve- 
ment has been maintained, including the receipt of some sterling on 
account of Argentine profits for past years. Depreciation on Capital 
employed abroad and on other fluctuating assets remains fully covered. 
In these circumstances your Board has no hesitation in recommending 


that the Final Dividend of 5 per cent paid last year be repeated, making 
7 per cent for the year. 


A GENERAL REVIEW 


Last year I devoted this opening portion of my Address to a review 
of the post-war years with particular reference to developments affect- 
ing commercial relations between Latin America and the United King- 
dom and to the problems of an eventual return to convertibility. 

The fundamental importance of the basic export commodities in the 
economy of Latin America is well illustrated by the fact that eleven 
primary products account in value for over two-thirds of the region’s 
total exports; in recent years coffee and petroleum have together repre- 
sented nearly one-half, and many individual countries still depend 
overwheimingly on a single export. The volume of production and the 
consequent exportable surplus of these commodities does, of course, 
vary from year, to year but over the period this has been for most pro- 
ducts less significant than the prices at which they have been sold. 
These prices and the cost of imports—which has varied much less— 
determine the terms of trade; and on the terms of trade largely depend 
the Latin American republics’ capacity to import and the level of 
internal investment. 

From the end of the War until early 1951 the terms cf trade moved 
strongly in favour of Latin America, and this was reflected in a remark- 
ably high rate of economic growth. The favourable movement in the 
terms of trade was then reversed, with a consequent slackening of the 
pace of development and an intensification of problems in most Latin 
American countries. There was some improvement during the period 
1953/54 as the result of higher coffee and cocoa prices, but it was suffi- 
cient only to restore the terms of trade for Latin America as a whole 
to about the same level as in 1950. The overall trend through 1955 seems 
likely to have been downwards. 


EXPORT PRICES 


The fall in export prices since 1954 has been most serious for the pro- 
ducers of coffee and cocoa, which, singly or together, account for a 
large proportion of the exports of El Salvador (88 per cent. of total 
exports in 1954), Colombia (84 per cent.), Brazil (70 per cent.), Guate- 
mala (67 per cent.), Nicaragua (46 per cent.) and Ecuador (39 per cent.). 
World coffee supplies already exceed probable consumption and are 
tending to rise still further. The frosts that did serious damage to the 
Brazilian Parana crop in July 1955 may help to restore the balance in 
the 1956-57 season, but beyond that the outlook must cause consider- 
able concern. 

Other important Latin American export commodities the pricea of 
which are likely to be affected by surplus world production are cotton 


and some of the products of the temperate agricultural region. Cotton 
is a significant element in the economy of Paraguay (representing 35 
per cent. of total exports), Nicaragua (31 per cent.), Mexico (27 per 
cent.), Peru (26 per cent.), Brazil (14 per cent.) and El Salvador ( per 
cent.). The precarious position of the world cotton market to-day is 
well known. As the result of United States price support and market~ 
ing policies the world surplus since 1951 has largely accumulated inside 
that country, whilst production elsewhere has been encouraged. 
Though political considerations in the U.S.A. may delay matters, it 
seems certain that prices must eventually move downwards until they 
reach a level which will restore the balance between production and 
consumption. 

In sum, the prospects for. the basic Latin American export commod- 
ities and the resulting terms of trade cannot be reckoned much better 
than a continuance of the relatively unfavourable movement of the past 
five years. There is no reasonable ground for expecting a return to 
the exceptionally favourable conditions of 1945 to early 1951 


NEED FOR FOREIGN CAPITAL 


The importance of foreign capital in the process of economic develop~ 
ment is now fully and, indeed, acutely realised in Latin America. 
Dependence on this factor was somewhat obscured during the immediate 
post-war years, when the rapid improvement in the terms of trade made 
possible a very high level of domestic investment. 

The ability of the Latin American countries to attract foreign invest- 
ment depends to a large extent on their offering reasonably stable 
economic conditions. To this stability inflation has offered a con- 
stant threat. 

An important inflationary force in the Latin American republics hag 
been'the heavy investment required by plans for rapid industrialisation. 
In some of the more important cases, notably Argentina and Brazil, 
policies of credit expansion essentially inflationary in character have 
been deliberately adopted in order to encourage investment and accel 
erate development programmes. It is now recognised that this is a 
dangerous practice, since the process quickly gets out of control, the 
cost element tending to predominate and investments ceasing to grow, 
but the major distortions so created ‘still remain. This inflation of costs 
has been the most serious factor: it has been quite unrelated to any 
economic development. 

It is now generally admitted in Latin America that the encourage- 
ment to economic development afforded by inflation is short-lived and 
the beneficial effects largely illusory, but though inflation is now 
recognised by the Latin American Governments concerned as the most 
serious of the difficulties with which they are faced, the problem of 
calling a halt to the process without inducing a depression has not been 
solved. 


THE OUTLOOK 


It will be evident that it would not be easy to produce a simple 
summing up of Latin American prospects. 

Clearly, one would not be justified in forecasting an early end to the 
comparatively difficult period of the years since 1951 and a return to 
the easier conditions of the immediate post-war years. The factors over 
which the Latin American republics have little or no centrol are not 
sufficiently favourable. The outlook for the major export commodities 
is mixed and, in the case of the most important, doubtful. The extent 
to which the outside world—and particularly the United States—will 
be able to provide the necessary stimulus to rapid growth by a mass- 
ive programme of investment is, at least for the immediate future, 
uncertain. It will take time finally,,.even under the most favourable 
political conditions, to work the poison of inflation out of the system 
of major Latin American economies. 


AN ENCOURAGING TENDENCY 


On the other side of the balance sheet, however, ome can point to a . 


definite improvement in the approach to those problems over which 
the Governments of the countries concerned have some degree _of 
control. It is fair to say that the mistakes of the past are being 
increasingly clearly recognised and that, taken as a whole, ; Latin 
America shows an encouraging tendency to come to grips with its 
difficulties. 

On balance, and on a medium-term view, it seems to me that the 
right attitude to the future of Latin America is one of cautious buf 
justified optimism. On grounds of self-interest and for reasons both 
economic and political, bearing in mind the importance to the free 
world of the enormous resources, human and material, concentrated in 
the South American continent, it seems reasonable to assume that the 
external help needed for its development at a satisfactory pace will be 
forthcoming. It is very much to be hoped that it will be found possible 
for this country, as well as the majcr nations of Western Europe, te 
play some part in this process. : 
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SCOTTISH WIDOWS’ FUND & LIFE ASSURANCE SOCIETY 


NOTEWORTHY INCREASES IN INTERMEDIATE BONUS 
Mr ALASTAIR C. BLAIR ON AN UNPRECEDENTED STEP 


The 142nd stated annual meeting of the Society was held in the 
Society's head office, Edinburgh, on Tuesday, February 28, 1956, 
Mr Alastair C. Blair, CVO, WS, (Chairman of the Ordinary Court of 
Directors), presiding. 

In moving the adoption of the report and accounts, which were taken 
as read, the Chairman said: 

You will all have observed the noteworthy increases we have made in 


the intermediate bonus. In the first place, in view of the favourable: 


results of the first two years of the present quinquennium and the 
current high rate of earnings, the Directors have decided as from Ist 
January, 1956 to raise the rate of intermediate bonus allowed on claims 
and surrenders arising_under with-profits policies from 40/- per cent 
to 44/- per cent per annum compound in respect of each year's premium 
paid or policy anniversary passed since 3lst December 1953. But they 
have done more than this: they have taken an unprecedented step which 
I shall now explain. 


OUTCOME OF SUCCESSFUL INVESTMENT POLICY 


From time to time in recent years reference has been made from this 
Chair to the Society’s policy since the war of increasing the proportion 
of the assets invested in ordinary stotks both here and in the U.S.A. 
It has also been explained that the Society has derived considerable 
benefit from this policy not only in the form of increased income but 
also, on the capital side, in the form of a large and increasing margin 
between the market values of our assets and the values at which they 
stand in the balance-sheet. While there was Considerable depreciation 
during 1955 in the values of fixed interest securities, our holdings of 
ordinary stocks appreciated still further and overall the large margin 
which we had at the end of 1954, though reduced, was not greatly less 
at 3ist December last than it was a year earlier. 

The Directors consider that part at least of this appreciation is likely 
to be permanent in that it has arisen from our having held ordinary 
stocks through a period of gradual inflation and of a steady climb by 
such stocks out of a position of undervaluation relative to prices of 
things generally. Being of that opinion the Directors felt that it would 
be inequitable to existing with-profits policyholders if the benefits they 
were to receive from the satisfactory results of the Society’s investment 
Policy in the past were limited to such higher bonuses as might be 
allotted to all with-profits policyholders in future on account of the 
increased income resulting from that policy. Had this been the occasion 
of a quinquennial investigation and distribution of surplus, the Directors 
would have applied part of the capital gains which have accrued in 
recent years to provide a special additional vested bonus. As, however, 
the Society’s last detailed valuation and distribution of surplus was made 
as recently as 3ist December 1953, the end of 1955 was not an appropriate 
time at which to declare a further vested bonus. The Directors therefore 
decided for the time being to allow a special additional intermediate 
bonus in the case of with-profits policies existing-at 3lst December 1955 
which remain on the with-profits class and under which claims or 
surrenders arise after Ist January 1956. This special bonus will be at the 
rate of 1% per cent, that is, 30/- per cent, for each year’s premium paid 
or policy anniversary passed on the with-profits scale up to and includ- 
ing 3ist December 1955 with a. maximum in the case of five or more such 
years of 7% per cent, that is, £7.10/- per cent. 

The intention of the Directors is that, when the next investigation and 
distribution of surplus is carried out at the end of 1958, a special 
additional vested bonus should be allotted to the holders of with-profits 
policies existing at 3lst December 1955 which are still in force on a 
with-profits basis. In the meantime we have transferred to the Assur- 
ance fund out of accumulated realised profits in our inner reserve the 
sum of £5 million which is approximately the amount required to provide 
a-vested bonus at the same rate as the special intermediate bonus. 


The rate of special intermediate bonus has been stated in a different 
form from the ordinary intermediate bonus in order to draw a distinction 
between the two, for, although both are calculated on the sum assured 
and existing vested bonuses, they are arrived at on different bases. Both 
apply only to with-profits policies under which claims or surrenders 
arise on or after Ist January 1956 but, while the ordinary intermediate 
bonus of 44/- per cent relates to all with-profits policies whenever 
effected and provides a bonus for each year's premium paid or policy 
anniversary passed after 3ist December 1953, the amount of the special 
intermediate bonus, although it applies only to with-profits policies in 
force at the beginning of 1956, is not affected by premiums due after 
3lst December 1955. Thus to arrive at the total intermediate bonus in 
any particular case it is necessary to calculate the ordinary and special 
bonuses separately and it is not usually correct simply to add the 44/- 
and the 30/- together because in most cases they will apply to different 
periods, If, however, vested bonuses are declared at these same rates 
at the end of 1958, with-profits policies then in force, which had been in 
force on this basis for at least five years at 3lst December 1955, will 
receive five years’ bonus at the rate of 74/- per cent per annum 
compound, that is, a total of £18.10/- per cent compound. Bonuses, of 
course, will be less for policies which had been in force for a shorter 
period than five years at 3lst December 1955. 

The rates of ordinary and special intermediate bonus are naturally 
subject to reconsideration from time to time but the Directors would not 
propose to make any change in the special bonus unless there were some 
unforeseen and catastrophic change in circumstances. I feel sure 
members will derive satisfaction from the confidence of the Directors in 


the strength of the Society’s position demonstrated in this step they have 
taken. 


BALANCE SHEET FEATURES 


Coming now to the balance-sheet, you will notice that there have been 
some important changes which arise from the transfer of £5 million from 
reserves, from the investment of our new money and from the fact that, 
as I have told you, there was considerable depreciation in fixed interest 
securities during the year and further appreciation in ordinary stocks. 
As a result of these factors, ordinary stocks, in which we invested only 
about £2 million of our new money last year, stand at a figure of 
slightly over £30 million which is about 34% per cent of the total 
balance-sheet value of our assets; and we feel that over the years our 
holdings in this category of security will continue to stand us in good 
stead. The other changes in the balance-sheet call for little comment, 
the main item being an increase of £3 million in British Government 
securities. 

You will see our usual note on the balance-sheet that the stock 
exchange securities stand below their market values at selling prices at 
3ist December last, and this applies to each separate class of such 
securities. ; ; 

Despite the transfer of £5 million from reserves, there remains a large 
margin between the market values of our assets and the values at which 
they stand in the balance-sheet now before you. This substantial margin 
still forms a comfortable reserve against adverse fluctuations and the 
general fall in market values which has occurred since the beginning of 
this current year emphasizes the value of having such a margin. 


The Directors look forward with confidence to the continued prosperity 
of the Society and the maintenance of its high reputation as an outstand- 
ing with-profits office. We already have ample evidence that the 
decision to pay a special intermediate bonus has been welcomed by our 
members and we feel we can justly claim that this innovation provides 
convincing evidence of the ability of the Society to adapt its methods 
to meet the changing needs of the times. 


The Directors’ report and the accounts as audited were adopted 
unanimously. 


SUN LIFE ASSURANCE SOCIETY 


RECORD FIGURES 
Mr. C. G. RANDOLPH’S STATEMENT 


The annual general meeting of the Sun Life Assurance Society will 
be held at 63, Threadneedle Street, London, E.C.2, on Tuesday, March 
27 1956. Mr C.G. Randolph, Chairman of the Society, has issued a state- 
ment to shareholders, which in outline is as follows: 


FUNDS, INCOME AND OUTGO 


A year ago I commented on the fact that during 1954 our funds 
Passed the one hundred million pounds mark. During the year under 
review ‘they increased by a further £8.690,000 and have now reached 
the impressive figure of £112,113,000 of which the Life Assurance and 
Annuity Funds account for £103,680,000. The life premium income 
reached: a mew record of £14,341,000 and exceeded the 1954 total by 
$1,130,009. 

'The gross interest yield on the Assurance and Annuity Funds was 
#4 14s. 94. per cent., which is not only larger by 4s. 2d. than the yield 


in the previous year, but is the highest rate earnei on these funds 
Bince 1936. 


The claims by death, which amounted to £2,347,000, were substantially 
less in number than the number expected according to the mortality 
tables employed in our calculations. These results demonstrate once 


more the success of our system of life assurance without medical 
examination. 


NEW BUSINESS 


The life assurance new business secured during the year consisted” 
of:sums assured of £55,727,000, which exceeded the record total reached 
in the previous year by over 25 per cent. It is particularly pleasing to 
be able to report that the new business figures include a considerably 
increased ;volume of with-profits assurances; this is doubtless largely 
due to the satisfactory results of our triennial valuation made a year 
ago, when reversionary bonuses were declared at the rate of 40s. 0d. 
per annum per £100 sum assured. 


I would like to take this opportunity to thank all the Society's agents 
and connections for their valuable support. 
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NATIONAL SAVINGS 


In a recent television talk the Prime Minister, when referring to the 
problem of inflation, said that if we can manage to increase our ‘savings, 
that is the best antidote to rising prices and the best way to deal with 
them. 

At the present time life assurance provides one of the largest con- 
tributions to the nation’s savings. By effecting a life assurance policy a 
man not only saves the amount of the first year’s premium, but he will 
also save a similar amount each year throughout the duration of the 
policy, thus making a regular yearly contribution on a long term basis. 
The government have for more than a hundred years recognised the 
value to the community of life assurance by granting a measure of 
income tax relief in respect of life assurance premiums, the relief being 
at present allowed (subject to certain exceptions) on two-fifths of the 
premiums. Who can doubt that an increase in the proportion of the 
premiums ranking for relief would result in an additional impetus to 
this very valuable form of national savings ? 


HOUSE PURCHASE 


The financial conditions ruling in the latter part of the year resulted 
in our receiving applications for mortgages under our house purchase 
scheme greatly in excess of the number that we judged it prudent to 
entertain, and we reluctantly decided that it was necessary to limit 
the total amount to be advanced. We look forward te the time when 
the restrictions can be-lifted and our attractive house purchase schemd 
made available to all suitable applicants 


PENSION SCHEMES 


The Society now has on its books over 5,000 staff pension schemes of 
all descriptions. Our success in this field is in no smali measure due to 
the fact that we operate every type of pension scheme and so, im the 
light of our wide experience, we are able to recommend the most 
suitable arrangement for individual needs. 

I am glad to say that the Society’s with-profits group pension 
scheme, to which I referred last year, is proving popular. It combines 
the flexibility of a private pension fund with the security and freedom 
from investment and other problems which can only be secured under 
a scheme operated by a life assurance society. At the same time i 


2 


enables the employer to participate in the Society’s profits and th 
make provision for pensions at the lowest possible ultirnate 
commend to interested employers a booklet recently published by the 
Society entitled "Profit-Sharing Pension Schemes”, a copy of which 
“= — = supplied on request. 
ension schemes for employees are usually eligible f. 
the Inland Revenue for purposes of seam ton een moe peas 
still many persons (notably self-employed persons) who are denied 
similar concessions. The present high scale of taxation makes it 
impossible for many such persons to provide adequately for ald age out 
of taxed income, and I believe that no one in the life assurance 
business doubts that suitable safeguards could readily be devised to 


permit the extension to the self-employed of taxa essions 
similar to those now available only to employees. oe 


: 


INVESTMENTS 


Both medium-term and Jong-term Britjsh Government securities have 
suffered severe depreciation during the year, as evidenced by 2% per 
cent. Savings Bonds 1964/67 and 3 per cent. British Gas Steck 1990/95 
which have each fallen by about 15 per cent. since the end of 1954. 
Notwithstanding this substantial depreciation I am glad ‘to be able to 
state that the total market value of our Stock Exchange investments 
@s at the end of 1955 comsiderably exceeded their Balance Sheet valud, 
after taking the Investment Reserve Fund into account. 

were taken during the year te reduce our holdings 
of tish Government securities in order to take advantage of new 
issues which were available on advaniageous terms, and we have also 
substaatially increased our holdings of treeheid and deasehold properties. 


TRIBUTE TO STAFF 


f should like te close om a very special word of thanks on your 
behalf tq all members of the staff. The very spectacular increase of 
3 per cent in the amount of new busimess has quite clearly only been 
possible by their wiMingness to give of their best and to work jong 
hours if and when the volume of work has made it necessary. It is 
imdeed therefore a pleasure for me to anticipate your satisfaction with 
these Accounts by congratulating the General Manager and thanking 
through him all those who have contributed to the successful year now 
under review. 





CARRERAS, LIMITED 


SOUND BALANCE SHEET 
PROGRESS IN WIDESPREAD EXPORT FIELD 


The 52nd annual general meeting of Carreras, Limited was held on 
February 28th at Arcadia Works, Hampstead Road, London. i 

Sir Edward Baron (Chairman and Managing Director) presided and, in 
the course of his speech, said: The outcome for the year is of course 
disappointing to us all. I must emphasize that the net profit figures 
have been arrived at after charging all advertising costs, including the 
cost of introducing the new "Baron’s” Filter Tip cigarette last May. 

Our Balance Sheet is a sound one and this is undoubtedly due to the 
policy adopted in bygone years of not distributing profits up to the hilt. 
Our properties are worth many times their Balance Sheet figures, and 
those in the United Kingdom alone are actually insured on a replacement 
basis for over £4 million. Our holdings in subsididry companies, shown’ 
at cost, are in the aggregate greatly understated and the value of our 
other trade investments is much higher than the amount shown. 

After referring to the causes for the severe contraction in the Home 
Trade during the year under review, largely due to the new situation 
created by the revision of the basis of allocation of dollars for the pur- 
chase of leaf tobacco, the Chairman continued : The position now is that 
so far as we can see, and provided no unforeseen contingencies arise, 
our Home Trade this year should produce better results than last year. 

I am, glad to say that our Export Trade, both direct and through 
Associated Companies, was well maintained and indeed actually showed 
@ blight increase. The resultant earnings, however, due to the inevitably 
higher costs, were not quite as favourable but, none the less, they. were: 
substantial. ‘ ‘ 

We are very active in the Export field and we trade in no less than 
120 markets. We hope that by maintaining our aggressive -policy we 
shall make still further progress in the Export markets in the menths 
ehead. . 

Dividends from Investments have once again increased and I hope 
that this source of income will continue to show an upward trend. Our 
Canadian Subsidiary continued to progress and it is developing still 
further. 

It ‘should be understood that we have a sound Home Trade in our well 
known brands. The most gratifying aspect of this is that it represents 
almost entirely the regular steady demands of satisfied smokers. Our 
main‘ problem is to convince the general public that the Company’s 
products are better than the average and that by purchasing them they 
will receive not only better value for money but derive greater satisfact- 
fon from their smoking qualities. 

My colleagues and I are as convinced as ever that a reduction in the 
tobacco duty which I have consistently and strongly advocated, would 
not only be of the greatest possible assistance to all sections of the 
industry, but would be a most beneficial factor in helping to combat the 
present tendency towards further inflation. 

Finally I want to assure you that we have every confidence that our 
former prosperity will return — not immediately perhaps but in the not 
teo distant future. 

The report was adopted. 


UNILEVER LIMITED 
AND 


UNILEVER N.V. 


The provisional results of Unilever Limited and Unilever N.V. 
fer any year are known in the following February but the cpn- 
solidation and audit are not usually completed until] the middle 
ef April or later. Feeling certain from experience that any 
differences between the prelimimary and the final figures wiil 
be relatively unimportant, the Boards have decided in future 
to the provisional results as soon as they are dvailable 
and to the fimal dividends which they intend to 
recommend to the Annual General Meetings of the companies. 
The figures for 1955 are given below. 

The value of turnover at £1,515,000,000 compares with 
£1,437,000,008 for 1954. 

The combined trading profits throughout the world are -esti- 
mated at £85,556,000 (1954, £70,095,000), taxation at £43,876,000 
(1954, £38,218,000) and consolidated net profit at £45,160,000 (1954, 
£31,854,000)}. The consolidated net profit includes the unusually 
large sum of £6,023,000 (1954, £2,657,008) of exceptional items and 


profits relating to previous years. ‘ 
The estimated results of the groups separately are :-- 
Consolidated Profit of 
Net Pofit Parent Company 


Unilever Limited £23,019,000 €£19,117.900) £10,347,000 (£9,067,000) 
Unilever N.Y £22,161,000 (212,737,000) . £8,073,000 (£6,141,000) 


The N.V. figures have been converted to sterling, as fer 1954, 
at the official parity of Fl. 10.64=£1. 

The Boards, assuming the existing rate of exchange between 
the £ sterling and the guilder, intend to resolve on 4th April 
1956 to recommend to their Annual General Meetings to be held 
ia May final dividends for 1955 om the Ordinary capitals payable 
ea 7th June 1956 as follows :— 


L. Ia the case of Unilever Limited a dividend of 9 */, .per cent 
actual (1/1L44. per £1 of stock) less income tax, making 15 */¢ 
per cent for the year ended 3ist December 1955. 


2. In the case of Unilever N.V. a dividend of 8*/, per cent actual 
(Fl. 87.5 per share of Fl. 1,000) being the equivalent of the 
Unilever Limited dividend calculated in accordance with the 
Equalisation Agreement between the two companies, making 
14 per cent for the year ended 31st December 1955. 


The total dividends are at the same rates as for 1954, but are 
payable on the Ordinary capitals as increased by the one-fes- 
four scrip issues in December 1955. 

It is intended to send the Report and Accounts for 2955 to 
stockholders early in May. 


Published weekly by The Economist Newspaper Ltd at 22 Ryder Street, London S. W. :. and printed by Imprimerie St Paul,” Switzerland. 
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fork trucks 


Coventiy CLimeanx who pioneered the small diesel fork lift 


trucks now'so widely used throughout the world are introducing 
an entirely new range to be known as the ‘SKY-ZONE’ series. 
These new trucks, which incorporate many of the most notable 
developments in automotive —ggr _ engineering, will be shown 
at the B.I.F. and Mechanical» i Handling Exhibition, 1956 
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